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ABSTRACT 

ABSTRACT 

The purpose of this study is to develop a business model framework that can be used to enhance 

the business model performances of both indigenous and immigrant SMEs owners in Gauteng 

province. Studies have indicated that, there is a disparity between the successes achieved by 

immigrant SME owners as compared to the indigenous, with immigrants outperforming the 

indigenous. Since, business performance is driven by the business model this suggests that 

immigrant owned SMEs use different business models from the indigenous owned. It is 

therefore necessary to find out the different business models used by these two groups of 

business owners in order to be able to design a business model framework that can be used to 

enhance the business performance of all SMEs in the province. This study used a mixed method 

design that takes the form of quantitative and qualitative process in addressing the problem. The 

data used in this research was collected through a closed-ended questionnaire and structured 

interviews. The analysis for the quantitative study was done using the SPSS statistical package of 

confirmatory factor analysis (CFA) and exploratory factor analysis (EFA) while the structured 

interview was done using thematic content analysis. The results of the analysis on all aspects on 

the quantitative measuring instruments (Socio demographics, characteristics and challenges, 

business model building block, performance measurement and ensuring the success of SMEs) 

indicated that there is a difference between the business models used by indigenous SME 

owners and immigrant SME owners. From the qualitative results, a number of factors, 

components and elements where identified that affects the SM Es and the findings speaks to the 

needs and expectations of the different business owners. It was also established that the 

immigrant business owners have better ways to run the small businesses successfully than the 

indigenous. The results from the study culminated in the formulation and design of a business 

model framework for all SMEs in Gauteng province. This framework will assist the existing and 

new business owners to better improve and grow their business. In an effort to improve SMEs, 

there is need that further studies be conducted in the areas of finances, training and 

development in order to further improve the SMEs not only in Gauteng province but also in 

other provinces. 

Key Words: Business model, SM Es, Immigrants, Indigenous, Business model framework 
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CHAPTER ONE 

GENERAL OVERVIEW OF STUDY 

1.1 INTRODUCTION 

\ NWU I LIBRARY 

In this chapter, the detailed analysis on the research aims; objectives and goals of the study 

are discussed. It also seeks to clarify concepts that are related to the study under 

investigation. An overview of the research is also given. 

1.2 THE CONTEXT OF THE STUDY 

Globally, it is said the small and medium business (SMEs} activities play a crucial role in the 

economic development of countries Urban and Naidoo (2012:146}, Abrie and Doussy 

(2006:1), Irwin (2011:209) and Ladzani and Seeletse (2012:88} of which South Africa is no 

exception. The positive impact that SM Es brings to many countries of the world cannot be 

under estimated. Soontiens (2002:710} established that SMEs are considered to be a core 

building block for achieving economic growth and development. The interaction of these 

important activities in an economy facilitates various dimensions of growth where the 

positive consequences of small businesses can be achieved simultaneously. This means that 

SMEs are the bed rock upon which many developed and developing countries expand 

positively. It is this bed rock that brings about favourable conditions upon which countries 

advance. For example, Irwin (2011:20} argues that SM Es enhance stimulation of growth and 

wealth for the country and that it brings about competition as well as serves as an agent of 

structural change, reducing marginalisation and achieving a more equitable income 

distribution. This implies that a country where SMEs activities take place progresses 

positively by creating abundance of valuable possessions the government and its citizens. It 

is through this principle that many people rely on to build and develop their assets for 

survival. 

Moreover, the existence of SM Es brings about competition amongst various businesses. This 

makes the business sector become more valueable in that people requires competent skills 

to operate on it. That is why Heizer and Render (2004:3), Naidoo and Urban (2010:235) 

contend that it is the production and operations management functions that are used by 

SMEs to improve their productivity and profitability as well as to reduce costs and enhnce 
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customer service. Many SMEs owners adopt different styles, models, techniques and 

process of running a business making them to actively stand out in their line of business 

deals. By so doing, the business owners and employees are able to put extra effort to 

achieve their work goals and objectives. However, the positive nature SMEs bring to many 

countries cannot be under estimated. According to Ladzani and Seeletse (2012:89) and Irwin 

(2011:21), small businesses are one of the key engines of growth in many developing 

countries, contributing towards employment creation and poverty reduction. With this in 

mind, it is believed that job seekers, who struggle to get themselves a formal job, try as 

much as possible to engage themselves in one form of trade or another to make a living. 

These job seekers include both the immigrants and indigenous people who try very hard to 

see that they survive this changing time. 

Luetkenhorst (2004) and Hallberg (2000) maintained that small businesses help in 

developing countries and that SMEs are the emerging private sector in poor countries, and 

thus form the base for private sector-led growth. This leads one to believe that many small 

business owners are individuals who operate in their various ways to support the growth 

and development of the country. These individuals personally engaged in various activities 

to advance themselves and from their input the country is able to grow. As Krishna (2013:1) 

emphasized that the operation of an SME or group of associated persons driving, prompting 

and maintaining business activity for the production of wealth and distribution of goods and 

services with a pecuniary motive or such benefits in the given social and political conditions. 

That is to say, the people or individual who are involve in the activities of small businesses 

may act towards the growth of their business in that way it will impact positively towards 

the upliftment of the community and that of the country. 

Additionally, Soonities (2002:712) and Nieman (2001:445) add that the role SMEs plays in 

South Africa is no different and that South African Government actively supports SMEs for 

three different reasons which emerged from the (DTI, 1995a) that the former president 

Mandela cited and includes: 

✓ The development of SMEs for social and economic development of the country, 

since they increase competitiveness and mobilise idle funds to productive aims; 
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✓ SME development contributes to a more equal distribution of economic powers; 

and 

✓ The stimulation of SM Es can reduce the level of unemployment. 

The above infers that SMEs in South Africa also perform the same function as in t he global 

arena where all the above listed benefits of job creation, poverty reduction and many more 

apply. With this aspect, South Africa as a country is able to grow, advance and integrate 

amongst other countries of the world . Although, Soontien (2002:712} contend that South 

Africa focus more on larger businesses, the small business sector represents a considerable 

portion of the economy. This means that there are lesser small business activities taking 

place in South Africa as compared to large businesses. Soontien {2002:712} further add that 

these SM Es accounts for about 46 per cent of the total South African economic activity and 

that in contrary to experience in other countries SMEs contribute more than SO per cent of 

the total SMEs activites. That is to say the activities of SMEs in South Africa are relatively 

small as compared to other countries and in this case may signify the activities of indigenous 

and foreign business owners. 

However, the purpose of this study is to develop a framework that enhances the business 

model performances for indigenous and foreign-owned small and medium scale businesses 

in Gauteng Province. This is because the performances of small and medium sized 

businesses in Gauteng Province differ according to whether they are foreign owned or 

indigenous owned. As SMEs creates a positive impact to the country, it also has some 

constraints which restrict them from reaching and maintaining a competitive position in 

their respective industries {Urban & Naidoo, 2012:147 and Cape Metropolitan Council, 

2000:16). Although it has become difficult to pin point the real reasons behind the setback 

of SM Es amongst the indigenous people in Gauteng province because of the lack of accurate 

data on this phenomena. Thus, one of the setbacks as identified by Urban and Naidoo 

(2012:147} is the lack of managerial skills, which eventually impairs the new business. This 

indicates that there is a difficulty experienced by the indigenous SMEs business owners in 

managing their businesses in South Africa. The essence of having a business is not just to 

create employment for individual purpose but the ability to manage and control the 

business has a lot at stake. For this reason, Perks and Smith {2008:148) posit that the need 
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for operations and training management has significantly affected the smooth running of 

SMEs in South Africa. This implies that indigenous business owners in South Africa lack the 

required skills and training needed to successfully conduct their business activities. This can 

hinder them from effectively competing with the immigrants' business owners who also are 

striving for success. 

Furthermore, Ibrahim and Soufani (2002:424) and Pycraft, Singh, Phihlela, Slack, Chambers, 

Harland, Harrison and Johnston (2003) maintained that it is not only important for business 

owners to possess the required training but that the critical functional area of operations is 

often neglected, even though operations are at the heart of many business owners. That is 

to say starting a business does not necessarily imply having required training but the ability 

for one to have the required kind of skill to solve problems that arise from the business. In 

other words starting and running a business require both technical and operational skill that 

will enable the business owner to perform at the required standard. Perks and Smith 

(2008:171) add that the performance of every business owner is achieved through 

experimental learning. This experiential learning arises as a result of having a hand on or 

practical knowledge of the business which will assist you in developing the necessary skills 

required. It is this skill that will directly affect the performance of the business and as a 

result leads towards achieving the competitive advantage. The SME business owner's 

technical and operational skills are crucial in start-up and functioning of a business as it 

forms expert power that facilitates the smooth running of the business towards achieving a 

profitable business model performance for business owners. 

1.3 BACKGROUND OF THE STUDY 

In South Africa, SM Es generate 35 per cent of the GDP, contributing 43 per cent of the total 

value of salaries and wages, and employ 54 per cent of all formal private sector employees 

(Urban & Naidoo, 2012:148 and Nieman, Hough &Nieuwenhuizen, 2003). This infers that 

there are lesser SMEs activities taking place than the larger sector. As SMEs continues to 

advance the econmy of cities and countries, its impact is continue to be felt in Gauteng. 

Gauteng as a province is one of the busy city where various forms of business activities take 

place. According to Aigbavboa and Thwala (2010:438), Gauteng has the highest influx of 
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people from other provinces, neigbouring countries and others. This is due to the fact that 

Gauteng is considered the economic hub that contributes heavily in the financial, 

manufacturing, transport, technology and telecommunications sectors among others 

Nieman (2001:446), Chiloane-Tsoka and Mmako (2014:377), Kok and Collinson (2006) and 

Aigbavboa and Thwala (2010:438) in SouthAfrica . As an economic hub, it means that it is the 

center of business activities where all kinds of businesses both big and small take place. It is 

also a city that accommodate different categories of people includes the immigrants and 

indigenous people most of who are doing business. Gauteng is home to at least 24% of 

South Africa 's population, which is approximately 12.3 million people (Census 2011 

Municipal ity Report - Gauteng/Statistics South Africa, 2012 and Visser, Chodokufa, Amadi

Echendu & Phillip, 2016:94). 

Gauteng province has majority of the contributing factor that aids towards developing the 

country. It was stated that South Africa has nine provinces and Gauteng province is the 

smallest and the second most populous after KwaZulu-Natal and, in 2001, was home to 8.8 

millionand it is home to approximately 38% of all SM Es in SA (Nieman, 2001:446; Aigbavboa 

& Thwala, 2010:438 and Urban & Naidoo, 2012:148). This signifies that Gauteng province 

even though it is the smallest province is still the busiest among all other province in South 

Africa, accommodating large number of both immigrants and the citizens themselves. This is 

indicative of the relative wealth of the Gauteng Province, and the extent to which the future 

economic growth of the province will determine growth for the entire South African 

economy (Econometrix, 2002:39 and Urban & Naidoo, 2012:150). 

Gauteng being the economic powerhouse of South Africa has a highconcentration of 

economic activities in the province. The largest contribution to theeconomy of the South 

Africa came from Gauteng Province at 33.3 percent, followed byKwaZulu Natal at 16.7 

percent and the Western Cape at 14.4 percent" (Statistics SouthAfrica 2004: 84). The other 

six provinces; namely the Eastern Cape, Free State,Limpopo, Mpumalanga, Northern Cape 

and North West; contribute far less. It is for theabove stated reason that Gauteng Province 

attracts both legal and illegal migrantsespecially from all over African continent. 
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The 2001 Census established by Kok and Collinson (2006) observed that Gauteng has three 

metropolitan areas name city of Johannesburg, city of Tshwane and city of Ekurhuleni with 

the city of Johannesburg having 37 per cent of residents that occupy in this area. Since the 

study is conducted in Gauteng, the entire three metropolitan would be used as a source for 

the data collection. South Africa's political history and the mining roots of Gauteng's 

economic development resulted in the province's relying heavily on immigration to provide 

labour. Hence, immigration from outside South Africa's borders as well as from within the 

country itself, have played a significant role in the development of Gauteng particularly 

since the discovery of mineral wealth. 

Currently the immigrants continue to play an important role and presently immigration 

constituted approximately two-fifths of the provincial populationOosthuizen and Naidoo 

(2004:1) and Visser et al. (2016:94). This means that as a city with advance economic 

business activities, many immigrants and indigenous people all both within and outside 

South Africa move to the hub where they believe business activities takes place. However, 

there is no disparity between what the indigenous and the immigrants' people engage in as 

long as they both participate in one form of business or another; everyone is free to reside 

in the province. In support of this, Kok and Collinson (2006) point outthat Gauteng is 

predominantly cosmopolitan with a multicultural mix of people from allwalks of life. 

Gauteng makes the largest contribution to the economy of South Africa and that Gauteng 

recorded the largest real annual growth. However, despite the concentration of wealth in 

Gauteng, unemployment is still a nightmare. 

The movement of people in and out of the province has proved that some form of small 

businesses takes place. Both the immigrants and the local business owners actively engage 

themselves towards growing the economy. But according to Charman, Piper and Petersen 

(2013:4) some of these immigrants business owners have peculiar characteristics that 

enable them outperform the local businesses, making their business to grow and develop 

than that of the indigenous people. Liedeman, Charman, Piper and Petersen (2013:4), 

Chiloane-Tsoka and Mmako (2014:379), Neiville, Orser, Riding and Jung (2012:3) and 

Thompson and Jones-Evans (2010:150) maintained that foreign business owners uses 

different approach to run their business in terms of the way in which they operate focusing 
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on the foreign ownership dynamics (including the establishment process, labour and 

employment}, their stock or purchasing strategies and their links to distribution network. 

They try to emphasis that the foreign business owners adopt different approaches to grow 

their business. It is this approach that is believed enables them to excel more in their kind of 

business. According to Neiville et al. (2012 :3) immigrant business owners may have market 

opportunities not bestowed on non-immigrant entrepreneurs such as serving the ethnic 

community needs, serving underserved or deserted market; penetrating markets with low 

economies of scale; operating in unstable market; selling ethnic goods; targeting expatriate 

buyers; and opening foreign branches. This means that the immigrants business owners 

tend to penetrate the business areas and environment that are often neglected by the local 

business owners, and they successfully uses the opportunity to develop and maintain their 

business structures. Thus Liedman et al. (2013:4} add that the business approach and scale 

of operations of foreign-owned business contrast markedly with the predominatly micro-or

small-scale, 'survivalist' business approach of most South African small businesses. That is to 

say the change in ownership is a direct result of the emergence and use of a new, and more 

sophisticated, 'entrepreneurial' business model employed by foreign shop operators, 

compared to the more 'survivalist' model used by South Africans. An important aspect is the 

role of social network. This social network plays an important role in enabling a more 

competitive business model such as access to cheap labour, where businesses use there 

connection to run their business, group purchasing to secure discounts and operational 

economies of scale and strategic investment in geographical area to establish their 

strongholds. 

In addition, Steyn, Mataboge, De Wet and Zwane (2015:1} add that foreign-owned 

businesses are ironically the only class of entrepreneur that has proven themselves equal to 

many challenges. They stay open for longer hours, priced their goods very carefully rather 

than imposing a universal mark-up and dinged on where other local business fails. Since 

SMEs are the key to structural change, reducing marginalisation and achieving a more 

equitable income distribution, it is necessary to identify the business model performance 

measures that enable the immigrants business to outperform the indigenous order to 

improve their SMEs activities taking place as it will also assist towards improving the life of 
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the citizens, stimulating their economy while at the same time increasing economic 

activities in the country in general. 

1.4 BACKGROUND TO THE RESEARCH PROBLEM 

There have been many definitions and interpretations of the business model concept and 

many researchers have defined business model according to their phenomenon. The 

inconsistency in the definition of business model has made it hard to operationalise the 

construct without ambiguity. A business model talks about different ways by which business 

owners conduct their business and what they use to make it successful. For instance, 

Lecocq, Demil and Warnier (2006:97) and Abdelkafi (2012:301) contend that a business 

model is the interplay between three dimensions: value proposition, value network, and 

resources and competencies. The value proposition here infers the product or services that 

the company is intending to offer in return for a tangible price. The value network on its 

own talks about the process the company or business owner follows in achieving their 

objectives. This can be seen as the channel through which business activities of the 

company or that of the business owner takes place. Like using the supplier or the 

middleman or any other meduim to satisfy the goals and objectives set aside for the success 

of the business. On the other hand resources are merely those assets owned by the 

company or business owners that are used by the employees to achieve the needs of the 

customers. Lecocq et al. (2006:97) inferred that these resources or competencies should be 

leveraged to create value to the customer. More so from this, it can be observed that 

Lecocq et al. (2006:98) did not include the dimension that has been widely accepted in the 

field of management literature as an important component for the description of business 

model as highlighted by Abdelkafi (2012:301). That is to say there is no known basis for 

identifying the profit mechanisms for the business or a one way method of achieving 

business success. But with the business models, business owners can be assured that they 

are able to create value for their products or services. 

Another definition that has been accepted in management literature in the business model 

structures is that of Johnson (2010), Stewart and Zhao (2000:287), Morris, Schindehutte and 

Allen (2005:727). According to these authors definition, business model is a statement of 
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how a firm or business owner make money, sustain its profit stream over time. Their 

definition focus only on how to make profit but they do not consider the value network and 

value capturing perspective to support this process. From there definition, it could be seen 

that the only reason why a lot of business owners operate is to make profit. These authors 

recognize the monetary values one gets in running a business (profit), but they do not 

consider using different channels or models to achieve these profit. This suggests that the 

profitability of any business depends on the nature of the model adopted. However, it is 

also important to note that although the basic principles of the business model are the 

same, the implementation depends on the organisational context as well as the 

environmental factors. Thus Johnson (2010) also add that, a business model is the 

interaction between four dimensions: value proposition (set of products and services 

offered to the customers), profit formula, which consist of the revenue model and cost 

structure, key processes and key resources. This proves that in order for a business owner to 

successfully run their business, there is need that the business owner or the company 

identifies the types of products or services that they will engage in and then work out their 

modalities to support the growth and success of the products and services. That is to say, 

what are the necessary means to use in achieving the goals of the business? Knowing the 

type of products or services would determine how one will be able to channel their business 

towards making profit. This can only be done when the business activity is been carried out 

in such a way that the objectives of the business would be achieved using varieties of 

approaches. In Johnson (2010) representation, value proposition and profit making 

dimensions can be identified without ambiguity, whereas the choice of the key processes 

and resources depends on the company's case and needs some deal of understanding. This 

established that identifying the value proposition and making a profit is the main principal 

focus for a business owner. To do this, they need to know the capability of the company or 

the resources the business owner have that will facilitate these needs. 

Similarly, Osterwalder and Pigneur (2010) also figured a more comprehensive definition of 

business model. They based their definitions on the business model canvas which consist of 

nine dimensions namely: customer segments, value propositions, channels, customer 

relationships, revenue streams, key resources, key activities, key partnerships and cost 

structures. This representation has a wide implementation in practice and supports teams 
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to develop business models for their companies in interactive workshop sessions. It is these 

nine canvases that Osterwalder and Pigneur {2010) focus their definition on, meaning that 

in other to achieve a successful business model, business owners should know the types of 

customers they want to cater for {customer segments), they need to know the needs of 

their customers {value proposition), what medium will they use to channel their needs 

{channels), what type of relationship exist between the business owner and their customers 

{customer relationship), how will they be able to obtain profit from the business {revenue 

streams), what type of assets do they have and need to successfully carry on the goals of 

the business {key resources), what are the things the people will use in carrying out these 

process {key activities), who are the people involve in achieving the companies goals {key 

partnerships) and finally what will it cost the business owner to successfully achieve the 

required needs {cost structure) . Osterwalder and Pigneur {2010) specified the goals of a 

business owner or company in achieving the needs of the customers, but they did not 

mention any challenges that they would encounter during this process of achieving these 

goals. Their definition comes with challenges and it is from these challenges that more 

means and better ways will emanate to capture the values of the customers. In order words, 

the need to use these nine canvases comes with challenges and it is these challenges that 

will give better understanding of the types of customers, their choice of goods or services 

and various ways to successfully satisfy their needs. 

Nevertheless, Abdelkafi {2012:302) on a contrary base his definition principally in dealing 

with value. That is to say, the primary objective of every business or company is to create 

value. In creating value, business owners or companies try as much as possible to provide 

quality goods or services that will satisfy the needs of their customers. Abdelkafi (2012:302) 

also add that a business model is the way a company or business owner communicates, 

creates, delivers, and captures value out of a value proposition. Thus business owners or 

companies need to create good communication channel where both the service providers 

and their customers will successfully attend to each other's needs and demands. They 

should ensure that they understand what their customers need and how it should be 

acheived before proceeding to satisfying those needs. They can also create value by 

ensuring that available resources needed to achieve those needs meet their customers' 

satisfaction. However, Abdelkafi {2012:302) definition also has limitation in that many 
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business owners focus on using communication, creating values, delivering values and 

obtaining values to run their business but there is no highlight on sustainability of this 

process. 

Additionally, Teece (2010:172) and Grasl (2008:1) argue that a business model articulates 

the logic and provides data and other evidence that demonstrates how a business creates 

and delivers value to customers. From this posits, it can be inferred that a business model 

provides a blue print of how a particular business operates, adapt as well as survival the test 

of time. It may also be deduced that with the business model, the nature and quality of 

goods and services delivered to customers will be determined while at the same time 

identify when there are good and bad performances in the buisness. Teece (2010:172) and 

Grasl (2008:1) definition focus on how to create and deliver value, but it does not determine 

what method is useful in achieving these values. 

From these business model concepts, it can be observed that having a good business model 

is the sum process of how business owners or companies conduct their businesses. With a 

business model, one is able to provide satisfactory goods or services that will satisfy the 

needs of the customers. These means that business model has an important role to play for 

a business owners, among these roles include: 

► Business models help the business owner or company understands the needs of the 

customer. According to Chesbrough and Rosenbloom (2002), Teece (2010:190) and 

Philipson (2016:138) the chances of good design are greater if the business owners 

and manager have a deep understanding of user needs. This means that the business 

owner who are knowledgeable about the existence of business model and utilize the 

roles it plays stand a better chance to understand the needs of their customers. 

Every business owners or companies have it as a point of duty to see that they 

understand their target customers before catering for their needs. 

► Business model serve as a focusing device for business owners or entrepreneurs and 

employees, especially when supported by a set or rules or guidelines that are derive 

from decisions made at the proprietary level. This demonstrates that having a set of 

11 I Page 



guideline rules will enable the individual or worker in an organisation to channel and 

direct all their effort towards the business goal or purpose. Organisation requires a 

guiding principle as it is this guiding principle that kept many businesses alive. If 

people are to do what they like or dish out orders individually, there would be chaos 

in the work or business place. Therefore, it is normal that every business should set 

out procedures or rules that employees or the individual in the business place can 

adhere to while carrying out their business. 

► Business model helps the business owners reduce costs in order to be competitive in 

the long run. Every business owner wants to make money and maintain their 

customers. They desire a long lasting relationship that will reduce the impact 

competition brings to the business. They do these in order not to lose their 

customers to their competitors. Therefore, using a business mode will enable them 

to channel their business to the targeted needs of their customers. 

► Business model shows how a business owner or companies are linked to the external 

stakeholder and how they engage in economic exchange that will enable them 

create value for all exchange partners (Zott and Amit, 2007:181). This infers that 

business model enables a business owner to determine the line providers of the 

products or services that will enable the business owner to achieve its goal. Knowing 

the business partners will accord the business owner theopportunity to satisfying the 

needs of the targeted customers thereby catering for their individual needs. 

► A business model also creates different ways of making customers enjoy the value 

for their money. That is to say a business model brings about transaction efficiency 

Zott and Amit (2007:181). This efficiency is simply utilizing various ways to improve 

the value provided to the customers by using varieties of alternatives means and 

measures to meet customers' needs. 

Consequently, Morris et al. (2005 :734) inducted that business model encourages the 

business owner to: 
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(a} Seek complementary relationships among elements through unique combinations; (b} 

Conceptualize the venture as an interrelated set of strategic choices; 

(c} Develop activity sets around a logical framework; and 

(d} Ensure consistency between elements of strategy, architecture, economics, growth, and 

exit intentions. 

From the context a business model, we could see that a business model is actually a set of 

elements or measure through which business owners uses several approaches to reach their 

goal. This means that certain set of measures when combined together enhances the 

operation of a business. With these measures, the owner makes and channel strategic 

decisions into the smooth running of the business. 

Aziz and Mohamood (2011:8922} and Rajala and Westerlund (2007:117} found a positive 

relationship between the design of the business model (novelty-centered and efficiency

centered business model design} and business performance (measures as stock market 

values}. Aziz and Mohamood (2011:8922}, Shafer, Smith and Linder (2005:200} and Rajala 

and Westerlund (2007:117} identified four dimensions or clusters showing that differences 

in performance are caused by the role played by the business models such as: 

competencies, value creation, value capture and stakeholders. 

The first set of performance is the competencies. Competencies here include components 

such as organisational characteristics, firm's culture, management and the sources of 

resources required, infrastructure of the firms and infrastructure management, relation to 

organisational strengths, valuable resources and knowledge in the business. Competencies 

were identified as strategic resources by Hamel (2000} and Morris et al. (2005:728} as 

internal capacity factors. Business owners need to be competent in their inner ability in 

other to competent enough to deal with the demanding customers' needs. They also need 

to have sufficient resources that will aid them to successfully compete in the business world. 

With this in place, the owner manager or owner themselves will be able to drive the 

business into required business performance. Therefore, it is observed that competencies in 

the business model design of a business are positively related to the firm's performance. 
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The second cluster is value creation. This element as identified by Shafer et al. (2005:200), 

Morris et al. (2005:728) and Aziz and Mahomood (2011:8923) contains elements of business 

va lue proposition, such as value proposition, value model, value creation and 

differentiation. It was also observed that for a business to perform successfully, the business 

owner need to identify the various groups of people or customers that they target. They 

need to know what makes the customers satisfy and then work towards achieving their 

needs. Since there are different types of customers, the business owner should ensure that 

these customers are well catered for. By so doing value creation in the firm's business 

model will positively relate to the performance of a business. 

The third cluster is that of value capture. Value capture contains elements related to the 

business competitive strategy (competitors, competitive strategy, how the business creates 

profits, as well as costs and cost structures) Shafer et al. (2005). Value capture is simple a 

process by which the business owners create satisfaction of products or services for their 

customers. Business owners always ensure that customers have a feel of what they pay and 

that the services or product they receive satisfy the price of item paid for by the customers. 

However, Aziz and Mahomood (2011:8923) add that value capture in the firm's business 

model is positively related to the firm's performance. 

The fourth dimension is stakeholders. Stakeholder's factor contains components relating to 

the firm's suppliers, stakeholders and stakeholder networks as well as customer value and 

relationships with the customer (Aziz & Mahomood, 2011:8923). This infer that 

stakeholders are supporting measures by which value is been created for the customers. 

With stakeholders, business owners are able to focus directly on satisfying the needs of 

their customers. They are able to channel enough resources that will create value to the 

customers by so doing value capturing process will be achieved. However, Shafer et al. 

(2005) and Hamel (2000) contend that stakeholders in the firm's business model are 

positively related to the firm's performance. Stakeholders also help in supporting business 

owners or firms achieve their goals. 

In this context, it is necessary and justifiable to conduct this research in order to gain a 

thorough understanding of the business models used by the business owners t owards 

successfully operating their business. Thus Andersen, Ljungkvist and Svensson (2015:434) 
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maintained that one way of analyzing and understanding various dimensions of a business is 

to use the concept business models. That is to say in order for business owners to grasp all 

aspects of small and medium businesses, they need to be able to apprehend the meaning of 

the word business model. This study will also share more light as to why the immigrants' 

business owners outperform the indigenous business owners in Gauteng province as 

Liedeman et al. (2013:4) posit that the business approach and scale of operations of foreign

owned business contrast markedly with the predominantly micro-or-small-scale survivalist 

business approach of most indigenous-owned business. However, it is not known whether 

studies have been conducted so far on the business models performance measures used by 

the immigrants and indigenous business owners in Gauteng province in carrying out their 

business. This will also assist the business owners to identify the business model framework 

that can be used to achieve sustainable competitive advantages for all intending and 

existing business owners. 

i.S THE AIM AND OBJECTIVES OF THE STUDY 

The aim for undertaking this study is to provide answers to the reason why immigrants 

businesses outperformed the indigenous businesses. The study will focus on a better 

understanding of how immigrants businesses contribute to the South Africa economy 

particularly in Gauteng where the study is conducted. Since SMEs are the drives of the 

economy of various developed countries like United States, Canada, United Kingdom and 

Australia. It follows that South Africa as a developing country is no exception. Thus, it is 

necessary to develop a business model framework for small businesses that will actually 

lead to a successful employment. 

Therefore the objectives of the study were: 

► To determine the different business models employed by immigrant and indigenous 

businesses. 

► To determine the effect of business performance on the different types of business 

models employed by small businesses. 

► To identify the advantages the indigenous business owners have over immigrants 

business owners that will pose positive impact on their business performance. 
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► To propose a business model framework needed to successfully drive the small 

businesses into sustaining competitive advantage 

1.6 THE RESEARCH QUESTIONS 

The following research questions are outlined: 

► What are the different business models employed by the immigrant and indigenous 

owned businesses? 

► What are the effects of business performance on the different types of business 

models employed by small businesses? 

► What advantages do the indigenous business owners have over immigrants' business 

owners that will pose positive impact on their business performance? 

► What business model framework is needed to successfully drive the small businesses 

into sustaining competitive advantage? 

1.7 DEFINITION OF TERMS AND CONSTRUCTS FOR THE STUDY 

The key concepts that are used in this study are briefly defined below: 

1.7.1 Small and Medium Scale Business (SMEs) 

Small scale businesses {SMEs) to one country may be a large-scale business to another 

country. Many countries of the world rely on small businesses to grow their economy. There 

is no generally accepted definition of small business but then Worku (2013:68) add that 

small and medium businesses are seen as an enterprise with a maximum asset base of 

about 10 million Rand excluding land and working capital in which between 10 and 300 

employees work. Small businesses were defined into small enterprises and Medium-sized 

enterprises. 

1.7.1.1 Small enterprises: Small enterprise is seen as business with 5 to 100 employees who 

are owner-managed and fulfill all the trapping associated with formality (Worku, 2013:69). It 

is a business that is mainly owned and controlled by an individual. Sometimes jointly owned, 

managed and controlled by the parties involved. 
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1.7.1.2 Medium-sized enterprise: Medium business is seen also as business with 100 to 200 

employees who are still owner-managed and fulfill all the trappings associated with 

formality. As in small enterprise, medium enterprise can also be managed and controlled by 

individual as well as group. 

For the purpose of this study, SM Es must have at least two of the following features which 

according to Blankenship (2007:8) are as follows: 

✓ Management is independent, because the manager usually owns the business. 

✓ Capital is supplied and ownership is held by an individual or a few individual 

✓ The area of operations is primarily local, although the market is not necessarily local. 

✓ The business is small in comparison with the large competitors in its industry. 

According to Blankenship (2007:8), the definition of SMEs as seen by the Congress in the 

Small Business Act of 1953, is that small business is independently owned and operated, and 

is not dominant in its field of operation. Small business is a business that is solely owned and 

managed by an individual to further personal goals including making a profit. The person 

solely directs and carries out the operations in a way that will enable the business grow. 

That is to say, every responsibility lies on the individual itself. 

1.7.2 Small and medium business intention 

People need to understand the reasons behind their starting a business in order for them to 

coordinate every activity needed to help the business to grow. They need to identify what 

forces them to start a business, in that way, they will be able to unconditionally grow the 

business. Krueger, Reilly and Carsrud (2000:413) argued that intentions serve as important 

mediating variables between the act of starting a business venture and the potential 

exogenous influences. They further add that an intention to start a business is achieved 

from the desirability and feasibility and from a propensity to act upon opportunities Krueger 

et al. (2000:413). This indicates that for a person to start a business, they must have seen 

the need to do so and as such act upon their intentions. Nonetheless, SME's intention is 

based on Krueger et al's work which can be seen in the Shapero's model of 'Entrepreneurial 

Event' (SEE). 
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1.7.3 Indigenous or indigenous business owner 

According to Corntassel (2003:78) indigenous or local people is referred to as one who is 

living descendants of pre-invasion inhabitants of lands now dominated by others. They are 

indigenous because their ancestral roots are imbedded in the lands in which they live, or 

would like to live, much more deeply than the roots of more powerful sectors of society 

living on the same lands or in close proximity Corntassel (2003:78). This proves that they are 

people that comprise distinct communities with a continuity of existence and identity that 

links them to their communities, tribes or nations of their ancestral past. These people 

operate freely in their land without fear or favour and have more than 50% right when 

engaged themselves in small business Corntassel (2003:78). Additionally, an indigenous 

business owner is one who engages independently in a business where they own most if not 

all of the operating capital, employ more than 20 people and make most of the principal 

business decisions (Flamsteed & Golding, 2005:14). Let us assume that this indigenous 

person has at least 50% ownership control of the business. They are responsible for the 

decision making and management operations of the business while deriving maximum 

profit. 

1.7.4 Foreign national and foreign business owner 

According to Canton and Hammond (2012:16) foreign nationals include people in widely 

diverse circumstances and with differences in their individual needs, in their legal standing 

and in the impact of their offending. On the other hand, a foreign business owner according 

to Godart, Gorg and Hanley (2011:11) is a person whose business is considered to be foreign 

if it is majority owned, wholly owned or the main known shareholder is a foreign. 

Consequently, a foreign person operating outside their country is equally responsible for 

every business decisions taken as long as the business is independently owned by them. 

However, foreign business owner in this study is also referred to as an immigrant business 

owner. 

1.7.5 Immigrant business owner 

Immigration is seen as the movement where people of a particular country move from one 

nation state to another. It may be inferred that being an immigrant business owner enables 
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one to establish a business in a host country (or country of settlement) which is not the 

immigrant's country of origin (Fatoki, 2014:2). For the sake of argument, a person who has 

immigrated to a new country and started a business for the purpose of economic survival is 

still regarded as an immigrant. An immigrant small business-owner is a person, having 

foreign origin, and is involved into the act of economic innovation, organisation creation and 

profile-seeking in the market sector (Fatoki, 2014:2). However, an immigrant business

owner is used as a synonym for an immigrant entrepreneur (Fatoki, 2014:2). In this study, 

immigrant, immigrant business-owner, foreign national and foreign business-owner are still 

considered immigrants and not local citizens. 

1.7.6 Business models 

There are relatively different words that are used interchangeable with business model such 

as business strategy, business concept, revenue model and economic model Casadesus

Masanell and Ricart (2011:2). A business model is a concise representation of how an 

interrelated set of decision variables in the areas of venture strategy, architecture, and 

economic are addressed to create sustainable competitive advantage in defined markets 

(Morris, Schindehutte & Allen, 2005:727). Assume that business model is a guideline of how 

firms make money and sustain its profit stream over time; it guides a business owner 

towards setting and achieving its target goals. In addition, a business model accords a 

business owner the ability to control, direct, manage and take effective business decisions 

that will yield positive outcome for their business. Casadesus-Masanell and Ricart (2011:2) 

and Morris et al. (2005:727) maintains that a business model captures key components of a 

business plan, but the plan deals with a number of start-up and operational issues that 

transcend the model. This entails that a business plan guides the business owner towards 

identifying activities that brings about success of their business. Hence, Morris et al. 

(2005 :727) also point that business model is the driver that every business owner uses in 

operating their business. It is therefore a necessary tool required by a business owner 

towards running the business. 
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1.7.7 Business performance 

According to Venkatraman and Ramanujam (2003 :802), business performance is a subset of 

the overall concept of organisational effectiveness. It comprises of financial indicators and 

operational indicators and as such centers on the use of simple outcome based financia l 

indicators that are assumed to reflect the fulfillment of the economic goals of the firm. The 

performance of every business is seen through the financial result. Seemingly, Striteska and 

Spickova (2012 :2), Rezaei, Celik and Baalousha (2011:723) said that performance 

measurement is attractive to researchers but that researchers struggle to come up with an 

agreement as to the definition of the concept of performance measurement (PM) . 

According to Rezaei et al. (2011:723), performance measurement is of the important 

decision tools for managers. Managers use this to direct, lead, control and manage the 

employees and their activities in their workplace. That is by managing the activities; Rezaei 

et al (2011:723) argue that it helps to bring more scientific analysis into a decision-making 

process as well as help underlines the change towards management by information and 

knowledge, instead of primarily relying on experiences and judgment. Sometimes managers 

need tools that will guide their role in performing their day-to-day activities, thus with 

performance measurement work leaders and business owners will be able to achieve their 

desired performance. 

1.7.8 Culture 

The entrepreneurial culture of many small scale businesses has remained relatively low 

across countries towards their application of business model performance measures. With 

the rapid change taking place, many business owners need to adjust the cultural element on 

how they operate in order to fulfill those aspects that seems limited towards achieving 

success. Al-Mohammad, Akroush and Odetallah (2014:795) argue that organisation must 

assess and, if necessary adapt their culture and their way of doing business towards the 

changes that has occurred. These changes can determine the success of a business owner if 

properly applied and managed. Al -Mohammad et al. (2014:795) and Sanchez-Canizares, 

Munoz and L6pez-Guzman(2007:410) view organisational culture as the pattern of shared 

values and beliefs that helps individual understand organisational functioning and, thus, 

provides the norms for behaviour in organisation. Sanchez-Canizares et al. (2007:410) 

identify four cultural archetypes that help individuals to understand organisational 
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functioning. These include: (1) culture type clan (organic and internal focus), (2) adhocractic 

(organic and external focus), (3) Hierarchical (mechanic and internal focus) and (4) Market 

(mechanic and external focus). 

1.7.9 Business innovation 

Business innovation is seen as the opportunity for businesses to offer new products and 

services or to develop more efficient ways of producing these products (Saunders, Kaye

Blake, Hayes and Shadbolt, 2007:32). With market places and other competitors continuing 

to evolve, it is important that firms keep pace with new products, processes and technology 

happenings around. However, there are four indicators associated with innovation such as 

new processes or techniques attempted; use of information and communication 

technology; number of new products; and new investment Saunder et al. (2007:32). 

1.7.10 Business strategy 

Many people often mistake the concept of business strategy to business model. Business 

strategy can simply be seen as the application of various stages in achieving business 

objectives. Casadesus-Masanell and Ricart (2010:196) maintained that a business strategy is 

the choice of business model a business owners uses in achieving some competitive 

advantages. It is referred to as a contingent plan of action designed to achieve a particular 

goal (Casadesus-Masanell & Ricart, 2010:196). Every new and existing business owners has 

set out a plan of action on how to run their business. Consequently, the application of a 

well-designed plan will enhance the business activities towards achieving success. It is only 

when the plan fails; the business owner will then seek further ways to boost their business. 

Good strategies are important for every business in order to grow and sustain the business. 

According to Koo, Koh and Nam (2004:165), the Porter's framework for competitive strategy 

maintains that to succeed in business, a firm needs to adopt one or more of three generic 

competitive strategies-cost leadership, differentiation or market focus, and that the firm's 

strategic choice ultimately determines its profitability and competitiveness. Their emphasis 

is that every buisnesses need to adapt to one particular strategic model in order to become 

succeessful in today's business. 
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1.7.11 Success of small business 
The success of small business is determined by the application of effective business models. 

A business owner who starts a business has an intention to succeed despite the challenges 

they face. According to Fordsman (2013:609), the simplest way of defining success would be 

to measure whether the goals set for the business are met, however, it does not take into 

account the possibility of ill -defined goals. To demonstrate this, a business owner who 

desire to succeed in their business need to set targets that will continuously guide them on 

every action taken. Salminen (2000) argue that there are two dimensions to success: 

efficiency and effectiveness. Efficiency is related to achieving the goals on schedule within 

the budget, and effectiveness refers to the ability to create performance improvements and 

positive perceptions among the organisational members. This implies that every business 

owner can achieve a more effective and efficient ways of doing business irrespective of the 

circumstances that occur. 

1.8 RESEARCH METHODOLOGY 

A research methodology is a systematic way to solve a problem. It is a science of studying 

how research is to be carried out (Rajasekar, Philominathan & Chinnathambi, 2013:3). This 

means that a research methodology is a procedure by which researchers go about their 

work of describing, explaining and predicting phenomena under investigation. In this study, 

a mixed method was be used to answer the research question. This includes both 

quantitative and qualitative design. 

A quantitative research enables you to ask people for their opinion in a structured way so 

that you can produce hard facts and statistics to guide you Welman, Kruger and Mitchell 

(2010:8), Creswell (2003 :20) and Borrego, Douglas and Amelink (2009:54). Quantitative 

research was used to confirm the different business models used by the immigrants and 

indigenous business owners. On the other hand, qualitative design focuses on discovering 

and understanding the experiences, perceptive, and thoughts of participants Johnson and 

Onwuegbuzie (2004:14). It was also used to identify various business models and factors 

used by immigrants that enabled them outperform the locals. In using a mixed method, it 

will combine the strengths of quantitative and qualitative research and minimize their 
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weaknesses (through combination) in a single research study Bamberger (2012 :4) and 

Bazeley (2003 :118). 

1.8.1 The study paradigm and method 

A paradigm is a way of examining social problem from which particular understandings of 

this phenomenon can be gained and explanation attempted (Saunders, Lewis & Thornhill, 

2012:140; Creswell, 2014:5 and Cameroon, 2011:99). There are various paradigms in 

research such as post positivism, constructivism, and advocacy participatory and pragmatic 

knowledge. Each of these paradigms has different views on the world of knowledge. For 

example, a pragmatic knowledge arises out of actions, situations, and consequences rather 

than antecedent conditions (Creswell, 2008:10). It seeks its approach using mixed method 

to understand the problem under investigation. That is a combination of both quantitative 

and qualitative approach to obtain answers to the research problem. 

1.8.2 Data flows 
Below is a critical example of the data flow that was followed in the pragmatic ways: 

Figure 1.1: A framework for design - The interconnection of worldviews, strategies of 
inquiry, and research methods 

Philosophical Worldviews 
Pragmatic 

Source: Creswell (2008:5) 
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In this study, the mixed method approach was used. It starts from quantitative strategy 

whereby a questionnaire was used to obtain data from the respondents confirming the 

various business models used. While qualitative approach was used to generate different 

business models and factors used by immigrants and indigenous business owners to carry 

out their business. In this case an interview was used to conduct the investigation. 

►Questionnaire: The close-ended questionnairewas used the Likert scale rating such as; 

(Agree, strongly agree, neutral, strongly disagree and disagree). Reason had been that it will 

enable the respondents to choose from among option given by the researcher opportunity 

to choose from their opinion. 

► Interview: Interview is a systematic way of talking and listening to people while at the 

same time you record Saunders et al. {2012:372), Quinlan (2011:290) and Zohrabi 

{2013:255). The interview will help the researcher to gather information on different 

business models and factor that both immigrants and indigenous use in successfully running 

their business. 

1.8.3 ETHICAL CONSIDERATIONS 

Ethical considerations concern the degree to which the researcher conforms to moral 

standards in conducting the research Saunders, Lewis and Thornhill {200~:139}. Before 

embarking on distributing the instrument for the study, an ethical clearance letter was 

obtained from the Ethics Committee of NWU. During the process of questionnaire 

distribution and interview section, the researcher informed the immigrant and indigenous 

businesses about the purpose of the research and what the research seeks to find . 

1.8.4 REPRESENTATIVE SAMPLING 

The data for this study was generated through questionnaire and interview while secondary 

data was obtained from mixed method. Sampling are commonly used for research 

investigations to better estimate at low cost and less time with greater precision Ajay and 
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Micah (2014:2). Selecting a sample size is very important in research problems in order to 

help draw conclusions. Ajay and Micah (2014:2) argue that if the sample size is too small, it 

may fail to detect important effects or association, or may estimate those impact or 

associations too imprecisely. Similarly, if the sample size is too large, the study would be 

more complex and may even lead to inaccuracy in results Ajay and Micah (2014:2). 

Therefore, in order to determine the sample size, the researcher will continue to collect the 

data upon saturation (Patton & Cochran, 2002). However, a sample size of 50-60 

respondents in a questionnaire amounts to 3 to 5 participants (people) when using the 

interview (Patton & Cochran, 2002). 

1.8.5 DATAANALYSIS 

In a mixed data analyses, different tools are used in analyzing the data, for instance, the 

Statistical Analysis System (SAS version 9.3), Statistical Package for the Social Sciences (SPSS) 

and Microsoft Excel spread sheet was used to analyze the quantitative data. In qualitative 

design, the researcher applied that the thematic content analysis codding was used. The 

researcher began to transcribe the audio recorded interview into word, after which coding 

was used on the data obtained. 

1.9 BRIEF LITERATURE REVIEW 

1.9.1 The nature of SMEs and its Business Performances 

The drivers of developing nations are the Small and Medium Enterprises (SMEs). It is they 

that provide the hub with which the economy revolves. Small business seems to play a 

significant role in the creation of employment. They are regarded by many people as a 

vehicle that addresses the problem of poverty and the standard of living within the country 

(Jan Khan & Khalique, 2014:38; Lee & Petersen, 2000:401; Morris, Schindehutte & Allen, 

2003:727 and Zwane, 2009:22). It is this vehicle with which several people without job 

engage themselves that enables them to make a living. 

Reginald and Millicent (2014:61) note that the government is particularly interested in SM Es 

sector because of the important contribution it makes to employment creation and poverty 

reduction and as such many people both immigrants and indigenous without formal jobs are 
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left to find themselves in the world of small businesses (informal). Consequently, Kalitanyi 

and Visserii (2010:11) and Saxenian (2000) has established that entrepreneur or small 

business (SMEs) is a strong tool for immigrants' economic and social integration and that it 

is a means by which immigrants without education or technical skills can escape poverty. 

These immigrants who are in a foreign land set up small businesses because of their lack of 

formal education (in most cases). However, the indigenous are also not left out in starting 

up a business too. Small businesses are changing continuously and as such they need to 

grow in order to remain competitive. Many small business owners ta_ke responsibility of 

their business and try as much as possible to use all resources available to them to develop 

their business. Garg and Phayane (2014:67) and Abor and Quartey (2010:219) add that small 

businesses have the propensity for risk taking; they invest their own savings or even from 

the family savings as start-up capital. Having invested through these resources, they put in 

every effort to grow the business. Growing a business requires not only financial resources 

but also using different approaches, methods, techniques and models such as value 

creation, effective customer relationship and partnership and even effective cost structure, 

to bring about a desired performance. 

Additionally, many small businesses have realised that in order to compete in continuously 

changing environment, it is necessary to monitor and understand ones' performances. 

Monitoring small business performance requires one to constantly measure its profit and 

growth, while at the same time see that the business satisfies the needs of the people. 

Follows from Abor and Biekpe (2007:94), Kurien and Qureshi (2011:19) and Quartey 

(2002 :39), that measuring a firm's performance has been recognized as a crucial element to 

improve the growth of the business. It follows from the fact that a business performance 

indicates how well the business increases its inventory using various approaches while 

satisfying the need of customers. It is then crucial to know what role it plays, to direct and 

serve as guiding principles for entrepreneurs. In view of this, Kaplan and Norton (2000:168) 

and Kellen (2003:3) have established that performance is an integral component on how 

businesses know things and how the owners cause themselves to act in a manner that helps 

them survive and thrive. It is in essence what businesses use today that will lead to 

measuring value outcomes in future. Using appropriate performance measurement will 
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ensure that actions are aligned to strategies, goals and objectives of which the business 

exists. 

Seemingly, business performance is measured in terms of an increase or decrease in 

business income, business profits, business expenses, market share, return on income, 

number of employees and product lines Abor and Biekpe (2007:94), Radipere (2012:13), 

Kurien and Qureshi (2011:19) and Quartey (2002:39). Every business requires performing in 

terms of its financial, human and capital measurement for the growth of the business. It is 

this measurement that serves as a check list to business owners, to know when business is 

going well or not. The core of every business is to generate profit, profit that will sustain 

business growth and causes the business to perform in the competitive business 

environment. For example, Kennerley and Andy (2003:213) note that businesses that use 

integral balanced measurement approach outperforms and have superior stock prices than 

those that are not measured. It can be noted that a small business that measures their 

performance is better managed than those that are not. Therefore, in order to survive the 

competitive environment, business owners need to set strategic goals, actions, directions, 

as well as execute decisions while monitoring their stated performance as they grow Abor 

and Biekpe (2007:94), Kellen (2003:3), Kurien and Qureshi (2011:19). A typical business 

performance measurement helps businesses in periodically setting business goals and then 

giving business owners the opportunity to realize how well their business grows. It helps 

them set benchmark that is used to measure the success of the business. For business to be 

competent in a dynamic market situation, one of the crucial requirements is devising 

appropriate performance measures Quartey (2002:39). That is to say measures that will 

ensure proper business growth and sustainability of the business. 

1.9.2 The conceptual understanding of business model building block 

Several authors have contested definition of business model, but quite a few emphases its 

impact on small scale businesses. According to Zott, Amit and Massa (2011:1019) business 

model has been the focus of substantial attention from both academics and practitioners. It 

has been the subject of a growing number of practitioner-oriented studies. Yet many 

researchers and practitioners struggle to develop a common and widely accepted language 

that would allow researchers who examine the business model construct through different 
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lenses to draw effectively on the work of others. This implies that the difficulties 

experienced by researchers to draw a general term or understanding on an appropriate 

model that will describe a good business model is yet to be established. Many of the 

researchers have defined business model according to their areas of study. Trimi and 

Berbegal-Mirabent (2012:449) note that there is no general accepted definition of the term 

business model and that the diversity of the word has spark many debates on the term 

"business model", "business strategy" or even "economic model" which according to him 

are often used interchangeably. 

According to Trimi and Berbegal-Mirabent (2012:249) and Zott and Amit (2008:2), business 

models represent the sources of new value creation and potential competitive advantage, 

deliver and captures the mechanisms employed, and act as drivers of firm performance. 

Business model enable business owners to acquire, service and retain its customers while 

driving the business to success. The small and medium businesses need to position its 

business towards capturing these mechanisms. But with their willingness to adapt to the 

business environment, to create changes, to experiment with new business models, and to 

break traditional rules has become more important than ever. It is not the strongest or the 

well-structured business that survives the competitive environment but rather the one that 

can adapt to consistent changes in the society. Since the rules of competitive game of 

business are changing, small business owners can no longer do things in their normal way 

rather they have to adapt to the changing nature of business world in order to meet the 

customer needs. They need to have at their disposal the power to change the world around 

them and the power to project their business in such a way that they will be able to fit into 

the competitive business world. They can do this when appropriate business models are 

used. 

Consequently, Amit and Zott (2001:511), Chesbrough (2007:12), Shafer, Smith and Linder 

(2005:203) and Zott and Amit (2008:2) all maintain that a business model captures value 

from a portion of those activities for the firm developing and operating it. Every model used 

by the SM Es needs to yield sufficient growth. It needs to drive the business into achieving a 

competitive advantage. People that start and run SMEs need to integrate different business 
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models and factors into their business activities. As Amit and Zott (2012:42) points out that 

business model is a bundle of specific activities, an activity system conducted to satisfy the 

perceived needs of the market, along with the specification of which parties (a company or 

its partners) conduct its activities, and how these activities are linked to each other. That is 

to say a business owner needs different set of activities to carry on the business in today's 

dynamic environment. With that, they would be able to grow the business in order to meet 

the competitive world. 

1.10 LIMITATIONS OF THE STUDY 

There are several limitations to this study. First, the fact that no study has been conducted 

on the different business models and factors used by small scale businesses to successfully 

run their business both internationally and locally make it difficult to collate sufficient 

information that was used to develop quality questionnaire for the study. Secondly, the fact 

that there is no up-to-date information regarding the number of SMEs taking place in 

Gauteng make it difficult to generalize the information obtained. Finally, the researcher 

have to make use of the responses the foreign and indigenous business owners provide 

without ascertain whether or not they are actually telling the truth about different business 

models used to successful achieve a competitive advantage. 

1.11 VALIDITY AND RELIABILITY 

Validity and reliability are central issues in all measurements. Validity is the extent to which 

the research findings accurately represent what is really happening in the situation (Welman 

et al., 2010:142; Zikmund, 2003:300 and Babbie & Mouton, 2010:175). An effect or test is 

valid if it demonstrates or measures what the researcher thinks or claims it does. The 

validity of the research instrument was checked by the Northwest University statistician. 

This individual will also assist with the statistical analysis of the information gathered 

through the questionnaires. 

Reliability is concerned with the findings of the research and relates to the credibility of the 

findings (Welman et al., 2010:14). Besides that, Welman et al. (2010:142) further explain 
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that an important consideration when collecting data 1s t e reliability of the research 

instrument. Reliability in this study was enhanced using selected literatures from several 

authors who have researched on the business model performances. 

In order to determine the reliability and validity of the quantitative data, descriptive 

statistical techniques and factor analysis were performed. The factor analysis was used to 

reduce the large data set into groups of variables. Yong and Pearce (2013:79) argued that 

there are three main factor analysis techniques such as Exploratory Factor Analysis (EFA), 

Principle Component Analysis (PCA) and Confirmatory Factor Analysis (CFA). 

► Exploratory Factor Analysis (EFA): Tries to uncover, complex patterns by exploring the 

dataset and testing predictions (Beavers, Lounsbury and Richards, 2013:1). 

► Principle Component Analysis (PCA): Is a dimensional reduction techniques used to 

account for variance in the measured variables (Miller, 2009:335). 

►Confirmatory Factor Analysis (CFA): Is used to determine the extent to which 

alternative models explain the relationships between items in a scale (Miller, 2009:335). 

In addition to the factor analysis used, Cronbach's Alpha, Kaiser-Meyer-Olkin Test of 

Sampling Adequacy (KMO) and Bartlett' s Test of Sphericity were observed. Morse, Barrett, 

Mayan, Olson and Spiers (2004:2) and Shenton (2004:64) infer that in order to ensure 

reliability in qualitative research, examination of trustworthiness is crucial and thus seen in 

terms of transferability, dependability, and confirmability of the instrumentation and results 

of the study. Validity and reliability must be addresses from the perspective of the objective 

out of which the study has been conducted. 

1.12 THE STUDY LAYOUT 

Chapter 1: It serves as an orientation to the study. This chapter provides a clear view against 

which the study was conducted. It explains the reason for undertaking the research in the 

form of purpose for the research, the background to the research problem and problem 

statement, the aim and objectives of the study, as well as the research approach and 

methodology. 
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Chapter 2: This is a critical review of the variations of SMEs, characteristics and challenges, 

business models building blocks and how it relates to business performances. 

Chapter 3: This chapter is a critical review of foreign and indigenous business owners, their 

characteristics and how they conduct their small business activities. 

Chapter 4: The research design and methodology used in the study was observed in detai l. 

Chapter 5: The data analysis and results of the quantitative approach are explained and 

presented in a coherent manner. 

Chapter 6: The data analysis and results of the qualitative approach are explained and 

presented in a coherent manner. 

Chapter 7: Provides a summary of the research findings and conclusion with suggestions 

and recommendation for future research. 

1.13CHAPTER SUMMARY 

Every business owner uses various models and factors to run their business. It is these 

models and factors that will determine how successful the business will become. The need 

for small business owners to survive in today's economy has become necessary and as such 

there is need that proper business models and factors are applied in running a business. The 

principle ideas of using a business model or factor are to grow and sustain a business in 

order to meet the competitive business world. It will also assist business owners in 

measuring their performance and see whether the right measuring tools such as financial 

and non-financial indicators are used. However, in Gauteng province, it was observed that 

t he foreign business owner seems to use different business models and factors that enable 

them outperform the local business owners. Therefore, there is need to determine those 

factors that seems to yield better result for the foreign owned businesses in order to help 

develop the local businesses in Gauteng province. 
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CHAPTER 2 

BUSINESS MODELS, PERFORMANCE MEASURES AND SMALL AND MEDIUM 

SCALE BUSINESSES (SMEs) 

2.1 INTRODUCTION 

This chapter contains a comprehensive survey of literature analysis on the subject of 

business model and performance measures for small and medium entrepreneurship (SM Es), 

giving the theoretical foundation for the proposed study. The chapter starts with a summary 

discussion of the nature and concept of business models both in South Africa and globally 

and its relationship with SMEs. The business models and factors identified in the literature 

will serve as a yard stick for small and medium business both in starting-up and running the 

business. The conceptual framework for this study is based more on business models, 

performance measurements and small and medium businesses. Based on the explanatory 

description study, a framework on business models performance for SM Es is presented. 

Since the study is concerned with business model performance for small businesses, a 

review of the attempts by researcher in the field to formulate or reformulate the definitions 

of business models, performance measurement and SMEs and/or entrepreneurs is not 

necessary. However, there is no need to propose any new definitions already in existence 

but to necessity and highlight the importance of issues that relates to the research topic. 

The main aim for this conceptual framework is to highlight the logic used for the selection of 

questions and /or variables for the research questionnaire and to identify varieties of 

concepts that were included in the theory of the study. This was done using a 

comprehensive number of secondary information that relates to the study under 

investigation. 

The chapter is arranged into six sections: 

i) In section 1, the nature of business models are investigated. This includes 

concept of business models, concept of business strategy, elements and 
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components of a business model, characteristics and functions of business 

models. 

ii) In section 2 the concepts of business performance measurement, characteristics 

within the SM Es and its impact towards business model is discussed. 

iii) In section 3, it deals with brief nature and concepts of SMEs, importance and 

characteristics of SM Es on business model performance measures. 

iv) In section 4, the concepts of culture, dimensions for business performances and 

SM Es, success and intentions of starting a business is investigated. 

v) In section 5, the conceptual framework for the study will be discussed with the 

conclusion of the chapter. 

2.2 SECTION 1: BUSINESS MODELS, BUSINESS STRATEGY AND 

INNOVATION, ELEMENTS AND COMPONENTS, CHARACTERISTICS AND 

FUNCTIONS OF BUSINESS MODELS 

The section of this chapter deals with various aspects of business models, strategies and 

innovation as well as the characteristics and function that relates to business models. The 

chapter will also serve as a yard stick through which the framework for other section in this 

study will be developed. As various authors have varying definition of business model, the 

section will only focus on those aspects that relates to the study under investigation. 

2.2.1 Ambiguity of the term Business Models 

Business models have been integral to trading and economic behaviour since pre-colonial 

times.The concept have become prevalent since the advent of the internet in the mid-

1990s, as well as having rapid growth in emerging markets and has since gain momentum 

{Zott et al., 2011:1022). This tends to explain that a business model has long been in 

existence in the world of business. People start a business for many different reasons, and 

equally operate it by themselves using different means and techniques to achieve the 

purpose to which the business is been established. Many business owner having various 

aspirations and abilities, have vastly different personal characteristics that are implemented 

towards the growth of their business. There is evidence that every business owner 

irrespective of nature and size is either implicitly or explicitly employing a particular 
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business model to run the business. This is because as a business owner, they consequently 

need to improve and achieve the purpose to which their business is been established. 

Hence, Andersen et al. (2015 :434) add that business models can be useful framework when 

analyzing various aspects of a business. Meaning that for one to be in totality of their 

business there is need that business model and strategies are properly intergrated in their 

business. According to Lurie (2010:1), a business is fundamentally an economic enterprise. 

Its primary goal is to enable business owners maximize its value. To do this, business owner 

have to create streams of values for their products or services. They can do these by paying 

attention to the needs of their customers in order to satisfy their quest for good products or 

services. The customers who will in turn pay for the services rendered to them by their 

service provider. This payment will then serve as a token from the customers as a reward for 

the services or products they have received. In order words, business in totality involves the 

economic value that is been shared among various stakeholders (the owners, employees 

and the partners) that is to say, the owner of the product or services rendered, the 

customers that received the product or services and the initiator of the product or services 

that has been rendered. 

Osterwalder, Pigneur and Tucci (2005:3), Amit and Zott (2001:494), Applegate (2001:2), 

Cheng, Heng, Love and Irani (2001:69) argue that business model has been discussed in 

various different domains, such as e-business, information systems, strategy, and 

management, financial accounting and yet all the ink split and words spoken about business 

models are still relatively poorly understood particularly as a research area. In spite of this, 

many authors have discussed about business model, yet it is still difficult for them to 

actually have a specific point that best describes the term business model. People come 

across the word 'business' direct or indirectly in every day of their lives and as such they are 

of the belief that the word business describes a process of making money. It is the process 

involved in carrying out the business activities that brings about the need to use various 

models in running the business. Business model is a term often used to describe the key 

components of a given business. According to Zott et al. (2011:1022) business model 

describes how value is been created, delivered and achieved. It is this value that brings 

about varieties of ways a business owner uses to operate their business. Looking at it 
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differently, it can be seen that people who starts a business has a purpose for doing that 

and as such they tend to utilize various ways to see that their business grows. 

As the term business model expands, Seddona and Lewis (2003:242), Hedman and Kalling 

(2003:49), Osterwalder et al. (2005 :17) and Lambert (2008:279) contend that business 

model is a conceptual tool containing a set of elements, and their relationships that allows 

expressing the business logic of a specific firm. This may be inferred that a business model is 

a set of items that are used by business owners to solve their problem. It is these set of 

activities that brings about solutions on how customer's needs are satisfied. However, every 

business owner has an objective to either satisfy the needs of their customers or provide 

solution to their identified needs. In trying to satisfy these customer's needs, a relationship 

takes place. Without a good relationship, it becomes difficult for business owners to 

understand the needs of the customers and how best to find ways that will satisfy their 

needs. 

Similarly, Serrat (2012:3) and Olten and Bonn (2014:8) also suggest that a business model is 

the core design, the logic, that enables an enterprise or an organisation to capture, create, 

and deliver value so as to meet explicit or latent needs and by so doing, of course, derive 

some form of profit itself. This leads us to believe that a business model is a blue print of 

how value will be created. The aim of a business existence is to provide better goods and 

services that providers will utilize to carry out their brands. Business owners do not need to 

communicate their activities but rather they need to design their products or services in 

such a way that their name be heard. This will lead the business owner into obtaining profit 

that will be used to improve the business growth. Consequently, having a good business 

model is important for every organisation. As organisations or any business in question need 

a simple, logical, measurable, comprehensive, operational, and meaningful definition to 

plan, monitor, and evaluate their deliverables Serrat (2012:3) and Olten and Bonn (2014:8) 

which should be the purpose of their existence. To concur with them, the goal of every 

business is to achieve a competitive advantage therefore; business owners will do 

everything possible to see that their names are heard and that their business grows. 

Sandberg (2013:179) and Afuah (2004:9) thus state that a business model is the set of 

activities a firm performs, how it performs them, and when it performs them as it uses its 
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resources to perform activities, given its industry, to create superior customer value (low

cost or differentiated products) and put itself in a position to appropriate the value. This 

infers that a business model serves as a guiding principle on what the business owner 

intends to perform as well as direct its actions in such a way that the goals and objectives of 

the business is achieve while satisfying the needs of the customers. Business owners should 

always maintain consistency in the way they operate in other to create value that will satisfy 

the needs of the customers. 

Contrary to this, Ghezzi (2014:1) state that business model has no unambiguous definition 

or conceptualization of the term as it has a dark side too. According to Ghezzi (2014:1), the 

concept of business model now looks like a buzzword or managerial motto rather than an 

actual strategic theory with sound foundations. Business model wraps up a number of 

elements belonging to quite diverse strategic decisions and strategic planning levels. This 

proves that the word business model is a fashionable word that is used by various business 

owners to polish every activity they embark on. Several businesses often change their style 

of operation but still maintain the services they render to their customers, in that way they 

can adapt to the changing nature and competitive world of business. 

Additionally, Seddona and Lewis (2003:242) and Hedman and Kall ing (2003 :49) also 

describes business model as an abstract representation of some aspect of a firm's strategy; 

it outlines the essential details one needs to know to understand how a firm can successfully 

deliver value to its customers. In essences, it is a system of how the pieces of business 

activities are fit together. Thus every good business model remains essential to successful 

businesses, whether it is a new or existing business. It requires the business owner to 

develop models that will enable them deliver value to their customers. In that way 

customers will be glad that their needs are well satisfied. Nonetheless, every business that 

delivers goods and services to their customers also acquires financial resources from them 

that are used to grow the business. To this effect, Afuah and Tucci (2001:98), Amit and Zott 

(2001:494), Applegate (2001:2) and Hedman and Kalling (2003 :51) add that the value of a 

business model is measured by its return to all stakeholders, return to the organisation, 

market share, brand and reputation, and financial performance. That is a way by which 

various business owners measure the growth of their business. 
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It is important to note that amidst all these definitions by various authors, some still shared 

their opinion. For example, Stewart and Zhao (2015:290), Trimi and Berbegal-Mirabent 

(2012:450), Gambardella and McGahan (2010:263) and Morris, Schindehutte and Allen 

(2005 :727) all contend that a business model is a concise representation of how an 

interrelated set of decision variables in the area of venture strategy, architecture, and 

economics are addressed to create sustainable competitive advantage in defined markets. 

This leads us to believe that several organisational approaches can enable the business to 

obtain or generate revenue that will be used to run the business and also result to better 

business performances too. However, every business needs to make profit, it is these urges 

of making profit that will lead business owners into finding and developing ways to create 

and improve their value creation. 

Seemingly, it is interesting to know that Beha, Goritz and Schildhauer (2015:2) explicitly 

identified different perspectives from which to look at a business model. These perspectives 

include: 

i)First, a construct that describes a company and its core logic of how to do business as a 

whole system Beha et al. (2015:2). This means that the business owner needs to have ample 

ideas on how to effectively run the business. That is to say, the business owner should have 

other supporting ideas that better describes the purpose of the business. 

ii)Second, it could be viewed as a description of a specific type or a component with a 

common characteristic (eg freemium business model). Here, it talked about the business 

owner having adapted to one particular form or having several leading roles under one 

umbrella to run the business. (For example, the suppliers, the buyers and the firm itself, all 

work in unity for a common goal). 

iii)Third, could also be viewed as a real company and its function of a role model. This 

proves that every company wants to be better than others. That is why many companies try 

as much as possible to imitate others w ith little improvement added to it to desire success. 

They also try in every way to reproduce similar but different strategies to yield good result 
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for their business. However, in being a role model, it will drive business owners into 

competing amongst themselves to create value. 

Despite these definitions, we could see that business model is an actor upon which business 

transaction occurs. That is to say, a better channel through which business owners delivers 

goods and services that will lead to customer satisfaction. It is good that every business 

outlines plans, or designs or even reviews how best to drive their business into achieving 

competitive advantages. A good plan or design can form a foundation upon which a 

successful business model is built. However, every aspect of business model as defined by 

various researchers deals with value. It is this value that the business owners should bear in 

mind while designing their own model. Depending on the objectives they need to achieve, a 

firm's business model shows the blue print of what the entire role of the business is and 

how it satisfies the needs of their intending customer. It can also be a link through which 

different channels of business activities takes place (Like from the seller to the final 

customer) . 

2.2.2 A Business Strategy, Business Innovation versus a Business Model 

Most of the time, business model, business strategy and innovation are used to mean the 

same thing but authors like Teece (2010:173), Chesbrough and Rosenbloom (2002) and 

Shafer et al. (2005:203) argued that business model is not in itself a business strategy and 

that the concept business strategy is being linked to business model. Business strategy is 

ultimately a description of how the firm opts to allocate resources in order to achieve 

competitive advantage (Allio, 2006:36). Since business strategy is all about how the business 

owner disseminates resources that will be used to achieve business goals, business model 

illustrates how the business owner uses the resources to provide customers satisfaction. 

Business strategy is therefore seen as both active and valuable resources used to accomplish 

business goals whereas business model is seen as being concerned with the process of 

satisfaction of customers need through the use of these resources. On the other hand, a 

business innovation is an improvement anywhere in the business; not only in products, 

services and processes, but also in leadership, HR, communication, organisations, marketing 

and any other activities Taneja, Pryor and Hayek (2016:44). This infers that business 
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innovation caters for all aspects of a business from the tangible products to the service 

product. That is to say innovation covers all the role players of a business. 

According to Ostenwalder et al. (200:13}, Chesbrough and Rosenbloom (2002:5} and Morris 

et al. (2005:733}, business strategy focused on value capture and sustainability as well as 

competitive threats. With the value capture, it will guide the business owner into achieving 

long-term goals. Any business that creates value must first capture the value and thus 

provide better quality services to their customers. It is this quality services that will yield 

profit that will be used to improve, create and develope future goals and objectives for the 

business. Business strategy try as much as possible to differentiate the process of winning 

business competitors or rival through the use of business assets while business models try 

to achieve customers' satisfaction by providing better value that will satisfy the needs of the 

customers while keeping them going. This proves that a business model is seen as a blue 

print through which business owners satisfy their customer needs while at the same time 

maintain an effective value creation. Again, Taneja et al. {2016:46} further add that with 

business innovation, it helps the business owners or leaders to sustain competitive 

advantage. That is to say, it acts as a supporting ground for business owners to build and 

restructure their business. 

Other business models scholars such as Magretta (2002:4} and Zott and Amit (2008:5} argue 

that business model and business strategy are two different word. The later explains who 

the customers are and how the business owner intends making money to provide them with 

value, while the former talks about how the business owner is able to achieve a competitive 

advantage by being different Abraham (2013 :31} and Magretta (2002:2}. This justifies that 

with business model, it channels its resources towards satisfying the needs of the customers 

while maintaining good customer relationship whereas business strategy channels its goals 

towards obtaining resources needed for the business improvement. Thus with these 

resources, it will aid the business to grow for future development or even expansion . 

Consequently, Shafer et al. (2005 :203} add that business strategy can be viewed in at least 

four different ways: as a pattern, plan, position or perspective. 
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1) Pattern: Strategy is seen as a pattern of choice made over time (Shafer et al., 

2005:203). This means that people decide on their choice of products or services 

that will satisfy their customers need and then work towards the long-term goal. 

2) Plan: Some who see strategy as a plan and believed that after their choice has been 

made; they need to put it into· action to be executed. This action should be 

channeled towards a long-term goal. Shafer et al. (2005:203) sees this as a view that 

relates to choices about paths or courses of action, much like a directional roadmap. 

3) Position: Shafer et al. (2005:203) also add that strategy as a position can relate to 

choices about which products or services are offered in which market based on 

differentiating features. This means that in trying to create a satisfactory products or 

services, there is need to cater for the needs of different individuals in the market. 

4) Perspectives: These can be viewed as choices about how the business is 

conceptualized (Schafer et al., 2005:203). This refers to the various ideas that tend to 

meet the need of the target population. 

Similarly, business strategy deals with the endurance of systems and connects business for 

long-term capital management, efficient use of available resources and balanced interaction 

between consumption and exploitation (Akhtar, Lodhi & Khan, 2015:798). This leads us to 

believe that company's try as much as possible to generate resources that will sustain the 

running of the business, which is in fact, is work in progress. Without resources, it will be 

difficult for the business to operate their activities. Since every business operation lies 

within business resources which are used for production and service needed to satisfy the 

needs of the customers. 

Again, strategy provides conceptual glue that gives shared meaning to all the separate 

functional activities as well as gives a purpose and direction to organisations; it also serves 

as a central theme guiding and coordinating actions (Hansen & Smith, 2006:202). This 

follows that strategy on its own enables the business owners to direct their business 

activities in such a way that the business goals are achieved. That is to say with strategy, one 
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will be able to know what needs to be done and how it needs to be done in order to ensure 

that the objectives of the business are well achieved. However, Hansen and Smith 

(2006:202) and Lissack and Richardson (2003) specifically argue that strategy has a number 

of models, thus at this level, two different approaches to strategy will be discussed such as: 

"value capture approach" and "value creation approach". It is however, necessary to 

understand the two different approaches to the strategy hence, it could enhance the 

business or firm's rational on how they achieve and maintain above average their economic 

profitability. It may also be deduced that from the two model approaches to strategy, 

business owners will be able to channel their efforts towards achieving the goals and 

objectives of their business. They can also be able to direct, inform and provide their 

customers with their various choices of products or services to satisfy their needs. 

1) Value capture approach 

From this value capture approach, a business owner achieves above average profitability by 

"capturing value" (Hansen & Smith, 2006:202 and Lissack & Richardson, 2003). That is to 

say, through value capturing, business owners are able to obtain satisfactory profit for the 

running of the business. According to Hansen and Smith (2006:202) as citing Porter (1985:9), 

the value that is captured is the difference between what buyers are willing to pay for the 

products or services produced in an industry and the cost of performing the activities 

involved in creating those products and services. It may be inferred that capturing value is 

the balance between what the objective of the business is and what the outcome is 

expected to be and from this objective raise the issue of profit. The business owner who 

starts a business has put in enough resources to see that the business grows. It is from these 

resources that they are able to satisfy the customer needs and also obtain profit. However, 

in trying to achieve a profit, business owner must also realize that they are on the 

competing world of business and they must also try as much as possible to compete with 

their business counter parts. By so doing, it will put the business ahead of other competing 

businesses. In support of this, Hansen and Smith (2006:202) as citing Porter (1985:9) add 

that the most important thing for a business owner is determining profitability on whether a 

business can capture the value as well as knowing who captures the value. This means that, 

between the business owner and the business, there is need to identify the principal main 
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value capturer of the business. It is only then that much attention will be given to the actual 

value capturers of that business. 

2) Value creation approach 

Another way to establishing a business strategy is by thinking about value creation 

approach. From this approach, business owners try as much as possible to achieve and 

maintain above average profitability by delivering unique value to customers (Hansen & 

Smith, 2006:202) as citing Porter (1985:9) and (Lissack & Richardson, 2003). This means that 

for a business owner to obtain profit in their business, they should be able to satisfy the 

needs and wants of their customers. Since the purpose of a business is to satisfy customer 

needs, there is need that every business should focus on the activities that lead them 

towards satisfying the needs and wants of their customers, that is as opposed to a value 

capturing approach. It is then this shift in value creation and capturing that change the 

nature of business strategy in various ways (Hansen & Smith, 2006:202 as citing Porter 

1985:9). For instance, a "value creation" strategy starts with determining the value that the 

businesses will create and deliver to customers. That is to say, the business owners need to 

identify value propositions and represent the purpose for which customers pay a premium 

that are unique enough to differentiate the business in the minds of customers. Without 

differentiation, competition will erode returns down to a level that is no longer above 

average (Hansen & Smith, 2006:202 as citing Porter, 1985:9). To demonstrate this shift, 

business owners operate a business in other to satisfy the needs of their customers, since 

customers are willing to pay for every good services or products that have been rendered to 

them. It is in the quest to obtain good products or services that will satisfy the customers 

that business owners compete amongst each other. As competition arises from the fact that 

no business owner wants to lose their customers, the business owners do everything 

possible to see that their best quality product and services are been rendered to their 

customers. 

On the other hand, in choosing a unique and desirable proposition, a "value creation" 

strategy also requires the business owner to develop unique core capabilities Hansen and 

Smith (2006:202) as citing Porter (1985:9). It may be inferred that value creation is the need 

for business owners to provide quality satisfaction to their customers. Every business 
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requires having a unique capability that drives the goals of the business. It is th is unique 

capability that enables them survives in the world of business. The strategy required for 

business owners is to ensure that quality products and services are rendered to their 

customers. By so doing, the business owner will be able to channel their resources towards 

rendering excellent capability to their customers. 

Importantly, business strategy is a comprehensive master plan for achieving the objectives 

and missions of a corporation Shavarini, Salimian, Nazemi and Alborzi (2013 :1108) and 

Wheelen and Hunger (2000). From this, it may be deduced that a business strategy is a 

guideline on which business owners rely in conducting their business activities. It serves as a 

lead towards achieving the purpose of the business. As Shavarini et al. (2013:1109) maintain 

that business strategy enables a company or business owner to achieve a competitive 

advantage. It serves as a tool by which every business owner survives the test of time (l ike 

competitive business environment). Shavarini et al. (2013:1109) maintain that various 

authors have varying opinions on business strategy for instance, Rhee and Mehra (2006) 

identified four categories of business strategy such as: defender, prospector, analyzer and 

reactor. The first three categories are seen as successful and the fourth leads to strategic 

failure (Rhee and Mehra, 2006). 

2.2.2.1 The SM Es' Models for Business Strategies 

As identified above, business model and strategy are all actions taken by the business 

owners in creating a unique and quality service for their business. As define by Porter and 

Stern (2001:28), a strategy is the creation of a unique and variable position, involving a 

different set of activities. This demonstrates that strategy enables a business owner to 

utilize different set of actions to achieve their said objectives. The essence of strategy is to 

perform activities differently in such a way that the competitive advantages are reached. 

This is what makes the business products or services unique from one another and by so 

doing; the goals of businesses are accomplished. In addition to this, Barney (2002 :7) adds 

that strategy is a firm's theory about how to compete successfully with others. Proving that 

every business owners endeavor to distinguish their products or services from others 

through different processes. They try as much as possible to use different means to draw 

customers to their business for it to grow. Nevertheless, there are two basic business 
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models strategies identified by Slater, Olson and Finnegan (2011:223) that can be used to 

create competitive strategy. This include: Porter's model generic strategy and Miles and 

Snow framework strategy. 

A. Porter's Model Generic Strategies 

Porter's model for generic strategies provides a general framework for understanding how 

businesses gain and maintain competitive advantages Koo, Koh and Nam (2004:163). The 

strategy is examined in order to determine the impact of competitive advantage for both big 

and small businesses. The essence of this strategy is to ensure that business owners provide 

various categories of products or services that their customer needs. This will ensure that all 

the different customers' needs, wants and desires are all catered for. According to Koo et al. 

(2004) citing Porter (1980) generic strategy, it was observed that businesses can achieve 

competitive advantage from different basis such as: cost leadership, differentiation and 

focused Hedman and Kalling (2003:53), Koo et al. (2004:163), Wu, Gao and Gu (2015:404) 

and Soltanizadeh, Abdul Rasid, Golshanand Wan (2016:1019). These three generic strategies 

can be used as a business positioning strategy for both big and small businesses. 

Figure 2.1: Porters business strategy 

Source: (Own Source) 
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i) Cost leadership 

Cost leadership emphasizes on producing low-cost products to satisfy price-sensitive 

customers and is divided into two alternative types (Koo et al., 2004:165, Slater et al., 

2011:223 and Soltanizadeh et al., 2016:1019). This means that business owners try as 

much as possible to produce different varieties of products at a reduced rate that will 

accommodate low income customers while at the same time satisfy their needs. Porter's 

strategy takes into account various customers' needs and the choicec of business 

owners in achieving a competitive advantage. According to Wu et al. (2015:404) and Koo 

et al. (2004:163) citing Porter (1985:12), cost leaders focus on efficiency in the 

production and distribution of goods and services. These may include: "the pursuit of 

economies of scale, proprietary technology and preferential access to raw materials". All 

these sources of cost advantage enhance the process of reducing cost for the customers 

while maintaining effective customer satisfaction. 

ii) Differentiation 

Differentiation is the process whereby different types of unique products and services are 

offered to customers to satisfy varying degree of insensitive customers Soltanizadeh et al. 

(2016:1019), Koo et al. (2004:166) and Shavarini et al. (2013 :1110). This means that as a 

business owner, one need to always accommodate different levels and needs of customers 

by offering the same quality of products and services to the customers without necessarily 

defrauding their satisfaction. Moreover, in order to achieve a successful competitive 

advantage on differentiation, there is need to achieve a technology leadership to create a 

high degree of customer intimacy Koo et al. (2004:166) citing Porter's (1996). In order to 

achieve this goal, differentiators need to put more investment in research and development 

activities (Bentley, Omer & Sharp, 2013:780 and Slater et al., 2011:223). To justify Porter's 

ideas, business owners need to create provision for all kinds of customers in order to meet 

with their various needs. To do that, they need to, first, identify the types of customers that 

they intend to satisfy. Secondly, they need to identify their level of income. Thirdly, they 

need to determine the choice of products these customers' needs whether they are keen on 

quality or quantity by so doing they will be able to know how best to satisfy their needs. 
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iii) Focused 

The focused strategy refers to the implementation of cost leadership or differentiation in a 

specific purchase group or market (Wu et al., 2015:405, Slater et al., 2011:223 and Koo et 

al., 2004:163). In order words, the purpose of introducing the focused is to fulfill the niche 

market (Soltanizadeh et al., 2016:1019). This means that business owners should always at 

all cost accommodate the varying classes of customers in the market and be able to provide 

the needs that will satisfy their demands. Nevertheless, focused strategy is divided into two 

segments, namely, low-cost focus and best-value focus Koo et al. (2004:167) and 

Soltanizadeh et al. (2016:1019). However, one of these two strategies should be applied 

when deciding on the choice of strategy to use in satisfying the needs of the customers. 

B. Miles and Snow's (1978) Framework Strategy 

Miles and Snow's framework strategy highlights other ways in which a business owner 

approach their product-market domain (the entrepreneurial problem) and construct 

structures and processes (the administrative and technical problems) that will enhance 

successful implementation of their strategy Slater et al. (2011:223). According to Slater et al. 

(2011:223) and Koo et al. (2004:163), there are four archetypes of how a business addresses 

the entrepreneurial problem such as: prospectors, defenders, analyzers and reactors. 

This is represented as follows: 
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Figure 2.2: Miles and snow's framework strategy 

Defenders Analyzer's 

Reactors 

Source: (Own source) 

i) Prospectors 

In the prospector's strategy, it continuously searches for better ways to locate and exploit 

new products and market opportunities Slater et al. (2011:228). That is to say the business 

owner regularly tries to find out whether there are better ways to obtain and improve on 

the products. It continuously seeks to improve both new and existing products in the market 

so as to retain their customers. By so doing, the customers will not become feed up with a 

particular product in the market by have other choices to choose from. In the Prospector's 

strategy, there should be flexibility in the strategy-making process in order to quickly adapt 

to any new information or changes in the market (Slater et al., 2011:231). However, 

prospectors are result oriented and are quick to adapt to changes in the environment while 

channel their actions towards satisfying the needs of the customers. 

ii) Defenders 

Defenders attempt to seal off a portion of the total market to create a stable set of product 

for customers. That is to say, in using th is strategy, the business owner or firm try as much 

as possible to maintain their current customers in the market while seeking new ones. 

Defenders focus on efficiency through standardized practices in operations and marketing 
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rather than effectiveness that stems from creativity Slater et al. (2011:231). Here, the 

business owner try as much as possible to develop, distribute, and promote quality products 

or services at the lowest overall cost, that will be able to maintain the different choices the 

customers need. It will also enable the business owners to compete amongst others 

products or services available in the market. 

iii) Analyzers 

Analyzers occupy an intermediate position by cautiously following prospectors into new 

product-market domains while also protecting a stable set of products and customers 

(Slater et al., 2011:229). This means that in using the analyzer strategy, a certain aspect of 

the customers will adapted to a certain type of products in the market. Analyzers are 

competitive in nature (Slater et al., 2011:231} reason been that they frequently competing 

with prospectors by using more innovative, higher-quality and lower-priced mechanism in 

the market. The strength of analyzers lies in the process of obtaining information from the 

customers on their weaknesses and strengths and then focuses on that aspect that needs 

proper improvement. The biggest strategy here is the price competition {Slater et al., 

2011:232). The business owners try to benchmark between their prices and cost structure 

while competition is taking place. 

iv) Reactor 

The reactor does not have a consistent response to the entrepreneurial problem Slater et al. 

(2011:223}. Here there is no particular way on how to solve entrepreneurial problem. Their 

focuses are always on providing quality products or services that will differentiate them 

from their competitors. However, Slater et al. (2011:240} add that the most valuable assets 

the reactor have are its customer relationships that are created through its competencies in 

customers' service and products innovation (Slater & Olson, 2001:1055}. That is to say, the 

most effective assets a business owner has are the channels through which communication 

takes place between them and their customers. It is through this communication that they 

are able to maintain sufficient number of customers for their business. 
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Other strategies identified by Sultan (2007:65) that the SMEs can use to create and sustain 

competitiveness include: 

C. Innovation strategy 

Innovation is a broad term that encompasses any new development in firms (Sultan, 

2007:65). It involves creating or reengineering products or services to meet new market 

demand, introducing new processes to improve productivity, developing or applying new 

marketing techniques to expand sales opportunities, and incorporate new forms of 

management systems and techniques to improve operational efficiency (Sultan, 2007:65). 

This means that innovation used by business owners enables them to refine and modify 

their products or services to continously satisfy the needs of their customers. They also try 

to ensure that either new and existing products or services meet the demand of their 

customers by so doing the business will grow. Innovation strategy guides a business owner 

towards maintaining their market structures redefine and restructure their products or 

services to satisfy both the new and existing customer demands. This will enable them 

achieve their competitive advantage in the world of business. The most important 

impediments such as the limitation that affect innovation in the SMEs according Sultan 

(2007:65) include: 

✓ Limited resources within many SM Es for carrying out research and development. 

✓ Investing in new knowledge is a risky activity that most SM Es cannot justify. 

✓ Access to new technologies and know-how 

✓ Ineffective rules, procedures, education and training programs 

SMEs need to utilize their resources limited or unlimited as the case maybe to carry out 

their activities. They need to create an environment where their skills, knowledge and 

capabilities are utilized to successfully maintain their competitive edge. Since SMEs are 

often viewed as being more innovative than larger firms, they need to carry out research on 

the choice of products their customers' need and try as much as possible to develop them 

for their satisfaction. 
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D. Network and cluster strategy 

The SMEs that belong to clusters and networks are often more competitive and innovative 

than those operating in isolation Sultan (2007:66). Some clusters are structures and formal 

while others are informal. Some are shared at general information, while others deal with 

more specific objectives. For example, with the network, it allows the SMEs to combine the 

advantages of smaller scale and greater flexibility with economies of scale and scope in 

larger markets -regionally, nationally and global. That is to say that network strategy gives 

room for different customers to make their choice. This can be achieved by giving the 

business owners the opportunity to share ideas, develop innovative process and other ways 

to develop their products. However, Porter and Stern (2001:29) point out that a large 

number of firms result in greater competition for new ideas and facilitate them while the 

level of small firms' competiveness is strongly influenced by the inter-firms' collaboration. 

Large firms or businesses are more prone to changes because of the level of resources 

invested. They would quickly adapt to changes in order to fit into competing with other 

businesses. Hence, the links takes different shapes in which different firms join together to 

co-produce, co-market, or co-purchase and cooperate in new product development, or 

share of information. Unlike the small businesses which always struggle to obtain resources 

that will be needed for the growth of their business. Therefore, it is necessary that small 

businesses collaborate with other businesses globally, nationally and locally to grow their 

business. 

E. Flexibility strategy 

SMEs have the ability to change the direction quickly at low cost. Small businesses offer 

some of the best options for making meaningful productivity gained in the global market 

place based on their flexibility and speed in adapting to market dynamism Sultan (2007:66). 

This means that small businesses are quick to reflect towards various changes needed to 

satisfy the customers. Jones and Tilley (2003:11) contend that organisational flexibility is the 

key source of competitive advantage for most SMEs. The innovative advantages of small 

firms are derived from their flexible managerial structures, which are more responsive to 

changes in the market place Sultan (2007:66). The essence of this is that small business 

owners are quick to reflect to changes needed by their customers. They do this in order to 

meet up with the needs of the customers as well as being able to obtain profitability in their 
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buisness. The SMEs adopt high quality, flexibility, and responsiveness to customer needs as 

means of competing with large-scale mass producers. Thus the need for small business to be 

successful lies in the secret of been flexible. 

2.2.3 Business Strategy a component of Business Model 

Business models became a universal term for various business ideas and strategy, the 

separation of business strategy and business model concept became apparent with further 

development, yet they still remain difficult to differentiate even today. Business model and 

business strategy tend to mean the same thing to many people and as such Wirtz (2011:4) 

explain that people within the context of information technology background use the term 

business model while people with a management background prefer the word strategy 

instead. That is to say, there are different understandings of the word business strategy 

depending on the particular field of study one is intended to focus. Again, business model 

can be viewed as a strategy used by firms to run their activities. It is a tool that enables 

business owners to focus on those elements that allow them to create and market their 

values in order to achieve their competitive advantage. 

Shafer et al. (2005:202) and Grasl (2008:4) further state that business model is a 

representation of a firm's underlying core logic and strategic choices for creating and 

capturing value within a value network and that firms must make strategic choice that will 

enable them create value. It is this choice that will determine how the need fo r products 

and services will be achieved so as to attain the competitive advantage. Sometimes, making 

strategic choices differs from one individual to another, depending on the goal of the 

business. People tend to focus on how to grow their business while at the same time 

provide those things that satisfies their customer's needs. Making strategic choices will lead 

to strategic growth as Salwan {2009:87) contend that business model and business strategy 

are often used interchangeable. In this instance, a business model is seen as powerful tools 

for analyzing, implementing and communicating strategic choices. These choices guide the 

business owners into developing specific models that will yield good profit while satisfying 

the needs of the customers. The business owner will be able to drive successful value that 

will bring about a well -designed product or services that will lead to good competitive 

advantage. 
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Scott and Linder {2005), Shafer et al. {2005:201) and Salwan {2009 :87) identified four key 

terms that will guide businesses into developing a strategic choice. These choices include: 

i) Strategic choices 

ii) Value network 

iii) Create value 

iv) Capture value 

These four choices can be presented graphically as: 

Figure 2.3: Strategic choices for a business model 

Source: {own source) 

i) Strategic Choices 

Strategic 

Choices 

In making strategic choice, companies have to decide how they will use their product to 

create value for their customers using a well-developed business model. It is this developed 

strategy that will guide the business owner into making profit hence achieving their 

competitive advantage. In other to achieve this choice, the company will have to undertake 

strategic decisions on how to drive the company into competing with their rival groups. This 

will enable them acquire more models that will bring about customer satisfaction bringing 

about future and long lasting success for the company. 

ii) Value network 

Many researchers have focus their work on determining what is it that constitute a good 

value network. As Allee {2012 :4) describe this value network as a set of roles, interactions 

and relationships that generate economic or social value. For example: a purposeful 
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organisation. The value network leads us to believe that it is necessary to define and 

allocated respective network to all parties that is involved in creating a supply chain for the 

organisation. It is this party (supplier, shareholder, partners, buyers etc.) that will bring 

different ideas on what constitute value proposition as a result of this, the parties will 

decide on what choice of activity is most suitable for the business owner or company in 

driving the business forward. 

iii) Create value 

Another aspect that has been touched by many business model researchers is creating 

value. Creating value entails bringing about a unique and tangible goal item that will grow 

the company while at the same time satisfying the needs of the customers. In doing so, 

business owners and organisations must first look at the needs of the customers and then 

try to find out ways to achieve their needs. These needs can also be in form of services 

rendered or the satisfaction derived from the company's product. Without reservation, it is 

important to know that value is not created by one party such as company or business 

owner but by the buyer, the focal firm and the supplier. The reason been that creating value 

is not just calculated using the actual price charged for a product and the actual costs that 

arise in buying the resources from the supplier Shafer et al. (2005:201) and Salwan 

(2009:87) rather it is calculated by taking into account the buyer's willingness to pay for a 

product or services rendered as well as the suppliers opportunity cost for the resources in 

question. 

iv) Capture value 

After the organisation has identified what brings about value creation, there is always a 

need to maintain a strong revenue background in order to solidify the value Salwan 

(2009:87). To do this, companies must always bear in mind that maintaining a good value 

requires financial aspect; therefore, there is need that they utilize good financial measures 

in sustaining the value creation. Besides these financial streams, it is necessary that the 

customers or prospective customers' display willingness to pay for the desired products at a 

reasonable price. The same applies to the suppliers' opportunity cost. However, it is difficult 

to determine the willingness to pay and the opportunity costs as Grasl (2010:7) maintained 
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that the value created by a company is often viewed as the value-added, which essentially is 

a measure of the gross margin a company generates. 

2.2.4 Elements and components of a Business Model 

A business model is often divided into different components. Osterwalder et al (2005 :17), 

Lambert (2008:279), Amit and Zott (2001) and Kindstrom (2005) argue that a number of 

different constellations have been suggested in structuring and describing the components 

of a business model. Osterwalder et al. (2005) identified nine "Building Blocks" to support 

the business model. The figure identified the nine building blocks which include: 

Figure 2.4: Business model building block 

Value proposition Core competency Partner network 

Revenue model----===~~ Target customer 

Value configuration Distribution channel 

Relationship Cost structure 

Source: (Adapted from Sandberg, 2013:179) 

The figure above explains the nine different elements upon which business model is built. 

Each of these element functions on its separate own and is used for the purpose of 

achieving a well-defined competitive advantage. This means that to achieve a competitive 

54 I Page 



advantage the business owner need to actively utilize each element in the right order so as 

to create value that will capture the needs of the customers. 

On the other part, Hedman and Kalling (2003:52) also proposed seven generic business 

model elements. This element integrates the business internal aspects to transform factors 

into resources, through activities in a structure, to products and offerings, to market. The 

logic is that in order to be able to manage industrial forces and serve the product market, 

businesses need activities, resources and input from the factor market (capital and labour) 

and the supply of raw material. This proves that business owners should focus on ways to 

successfully satisfy the needs of the customers. These elements include: 

Figure 2.5: Seven generic business model components 

Source: (Adapted from Hedman and Kalling, 2003:53) 
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The figure above illustrates the business model components that can assist a business 

owner towards effectively creating and capturing value to their target customers. In view of 

this, it will enable the business owners to channel their resources towards that item, 

approach or model that will enable them to achieve customer's satisfaction. Since 

customers are directly concern with the products or services, there is need that appropriate 

resources in the form of (human, material and physical processes) are used to accomplish 

their needs. 

Kindstrom (2005) and Sandberg (2013:180) establish that a generic business model has 

three characteristics components namely: the external environment, the internal factors 

and the offering in between that connects of these two. While the external environment 

incorporates issues on competitive positioning on the market, it includes Porter's (1985) five 

forces: suppliers, buyers, potential entrants, substitutes, and inside-industry competitors 

(Hedman & Kalling, 2003 and Sandberg, 2013:180), while the internal factors are concerned 

with the activities and resources needed for the company's operations (Sandberg, 

2013:180). Below is a summary of the characteristics of the three components: external, 

internal and offering on the business models: 

Figure 2.6: The business model components 

Source: (Sandberg, 2013:181) 
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1) External Environment: 

►Well-defined target customer group: In a well -defined customer group, each business 

owner or f irm try as much as possible to distinguish their products in order to survive in the 

competitive business world . Each business owner try as much as possible to provide various 

products t hat will satisfy the needs different customers. 

► Multiple set of positioning strategies: From a market point of view, Sandberg, 

Abrahamsson and Kihle 'n (2011:123) and Sandberg {2013:181) add that companies or 

business owners offers more than one of Porter's (1985) generic strategies which include: 

low cost, differentiation and focus. Business owners or companies using these generic 

components should consider it as a source of strength towards growing their business. 

►Geographical expansion: Here many businesses or companies who utilize the generic 

components try as much as possible to expand their business to different sectors and 

environment. The difficulty that arises as a result of limited finance has enabled the firm or 

business owners plan ahead of time. 

2) Internal Factors: 

► Integrated functions and strict division of responsibility: Instead of business owners 

or firms to wait for the supply chain company, it is better for them to take control of their 

entire chain of production and try to obtain goods from the supplier down to the final 

consumer. 

► Efficient logistics system: Here it talks about different channels to which goods are 

been distributed like the transportation, handling, storing and cross-docking (Sandberg, 

2013:184 and Sandberg et al., 2011:123). 

►Control of costs and operations with IT: With IT system, it has reduced the number of 

work load for the firm thereby developing enough competitive advantage over other 

businesses. Having enough information keeps companies abreast of future endeavors and 

enables them to meet up with the competative business environment. 
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3.0ffering: 

►Good value for money and adjusted service: Every customer requires their service 

providers to give them good service for their money. As the customers are not willing to 

search around different stores to see where goods can be obtained at a cheaper price, there 

is need that business owners provide different levels of goods or services that will meet the 

needs of these customers. 

► Large-scale and homogenous stores: Having enough goods available will enable the 

business owners meet the requirement of the targeted customer group. This can be done 

when large scale of business or operation is been established by the business owner. 

► Balance between universal products and local presence: Although having 

homogeneity of store is necessary; therefore, in order to become successful in the business, 

there should be customization in terms of products, operating times and additional services. 

There is need to balance the products across all sectors of the business in order to 

encourage economies of scale in purchasing and handling of products. 

In addition, Nickerson, Silverman and Zenger (2004:2}, Chesbrough and Rosenbaum {2002:6} 

and Lechner and Hummel (2002:41} put it that firms are effective in creating value for their 

customers by trying their own luck, crafting strategies and organisations that provide paths 

for new value creation. This means that value creation is essential as it enables the firm to 

direct their resources towards the needs of their customers or intended customers. The 

importance of business model is to show how a firm delivers value to its customers, in order 

to satisfy their needs while attract them to pay for the value of what has been delivered to 

them. Supporting this is Teece {2010:173} who state that the essence of a business model is 

nothing less than the organisational and financial architecture of a business. Business 

models are often necessitated by technological innovation which creates both the need to 

bring discoveries to market and the opportunity to satisfy unrequited customer needs. This 

means that every business owner who provides products or services to their customers 

requires these customers to pay for the services rendered to them. By so doing, the 

business owner or firm makes profit. It is this profit that will be ploughed back into the 

growth and development of the business. 
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The existence and running of any business or organisation can only be effective when 

resources (money and manpower) are made available to the business. The organisation will 

first identify what is it that satisfies their customer needs and then channel these resources 

into designing a model that can aid towards the needs of these targeted customers. 

However, firms that reinvent a product do so in order to generate revenue and sustain their 

business. It is for this reason that Teece {2010:173) outlines the element of business model 

design that can aid towards effective running of a business. This includes: 

Figure 2.7: Elements of a business model design 

Create value for Customers, Entice Payments, 

and Convert Payments to profits 

Source: Teece (2010:173) 

The first step to a successful business model design is to select a good model that is 

embedded in its products and services and then determine what benefit it will give to the 

end users (customers) bearing in mind targeted market. After this is done, it is then 

necessary to determine the revenue streams that will be used in capturing the value for the 
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customers. That is the financial aspect that will be used in carrying out the production. It is 

this value (customer's satisfaction) that generates cost and revenue that will be used for 

capturing these values. Business owners or firms have to adapt to changes that will result 

from the external factors as well as changes on the different choice made by the consumers 

in order to satisfy their needs. It is this choice that often leads to using internal capabilities 

(man-made power) and resources to achieve sustained competitive advantage. The 

companies will then implement these changes by effectively formulating, implementing and 

evaluating strategies that will give room for the company's specific business model. It is this 

business model that will yield growth and foster sustained economy for the company. 

2.2.5 Characteristics and functions of a Business Model 

As discussed above, business model is the means through which the business owner or firms 

carries on its business activities. It is a blue print on how to effectively satisfy the needs of 

the customer who are at the heart of a business. The business model is used in such a way 

that the goals and objectives of every business are successfully achieved. Business model 

spells out how a company obtain and uses its resources in such a way that the needs of the 

customers are meet. Every business, company or firm has to design a model that will enable 

them position their products or services in the market in order to compete with their rival 

businesses. An effective use of these models, will determine how successful their business 

will go. Thus, a good business model remains essential to every organisation to meet their 

competitive advantage.However, if the business model used has failed to perform its need, 

the business owner or firm will then redesign another model that will be used to achieve its 

objectives. 

Magretta (2002:3) add that a good business model answers the questions every manager 

asks, that is: who is the customer? And what does the customer value? It also answers the 

questions as to how do we make money in this business? What is the underlying economic 

logic that explains how we can deliver value to customers at an appropriate cost? Every 

business owner strives hard to create value, which will capture the minds of the customers, 

as it is an essential element to which a business succeeds. It is this value that enables 
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businesses to stand out on everything (products or services) they tend to create. Therefore, 

it is important to spell out the functions and/or importance of a business model. 

According to Chesbrough (2007:13), the following functions of a business model are 

identified and are as follows: 

✓ It articulates the value proposition, that is, the value created for users by the 

offering. 

✓ It identifies a market segment, that is, the users to whom the offering is useful and 

for what purpose. 

✓ It formulates the competitive strategy by which the innovating firm will gain and 

hold advantages over rivals. 

✓ It describes the position of the firm within the value network which is also known as 

the ecosystem. 

✓ It specifies the means and method of generating revenue for the business as well as 

estimate what cost and profits is required for producing given the value proposition 

and value chain structure. 

✓ It also helps to define the structure of the value chain that is required by the 

business to create and distribute the offering and also use it to obtain 

complementary assets needed to support the business position in the chain. This is 

including the business suppliers and customers that took part in the value chain . 

From the identified functions, a diagram is used to depict the function that a business 

models plays within a small, large or medium business structure. 
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Figure 2.8: Business model functions 

Source: (Own source) 
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An effective application of these functions will bring about successful business growth and 

competitive advantages. It will also assist business owners towards focusing more on 

aspects that will yield better business revenue or that can lead towards readjustment. 

2.3 SECTION 2: THE CONCEPT OF BUSINESS PERFORMANCE MESUREMENT, 

CHARACTERISTICS AND ITS IMPACT TOWARDS A BUSINESS MODEL. 

2.3.1 Performance Measurement Concepts 

Performance measurement has been widely defined by many researchers. Not only in the 

field of management but also in many diverse and multi-disciplinary field such as marketing, 

information systems, human resources and many more Franco-Santos and Bourne 

(2005 :114), Toni and Tonchia (2001:2) and Venkatraman and Ramanujam (2003 :801). The 

diverse nature of the concept of performance measurement has become difficult to define, 

and as such Franco-Santos, Kennerley, Micheli, Martinez, Mason, Marr, Gray, and Neely 

(2007:785) and Chi (2015:32) argue that the lack of agreement on a definition creates 

confusion and clearly limits the potential for generalisability and comparability of research 
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in this area . This means that, in every field of study, performance measurement means 

different things in different context making it difficult for people to generalize the definition 

to mean one thing. 

According to Kazemkhanlou and Ahadi (2014:274), performance measurement is seen as a 

balanced and dynamic system that enables support of decision-making processes by 

gathering, elaborating and analyzing information. That is to say, that performance 

measurement assists business owners, companies and firms to actively engage with the 

activities of the business by taking corrective actions that also aid towards achieving work 

goals and objectives. With performance measurement, the managers and business owners 

will be able to carry out instructions on what and how things needs to be done in the 

organisation. Moullin (2007:182) on the other hand add that performance measurement 

provides the information needed to assess the extent to which an organisation delivers 

value and achieves excellence. Emphasizing that organisation benefits from the use of 

performance planning as it serves as a yard stick through which their actions are been 

measured. From this activity, they are able to move from one stage of business activities to 

another for the progress of the business. Therefore, the manager or the business owner 

who makes use of performance measurement is able to organise and obtain profitable 

outcome from their business activities. 

Neneh and Vanzyl (2013:124), Aguinis (2007:76) and Armstrong and Baron (2005:2) also 

maintained that performance measurement is a continuous process of identifying, 

measuring and developing the performance of individuals and that it is a strategy that 

relates to every activity of an organisation; its implementation depends on organisational 

context and can vary from organisation to organisation. This proves that performance 

measurement is an element that aids towards the day-to-day running of the business 

activities. It serves as a guide for the people in the business to channel their strength on 

achieving their work goals. 

In spite of the above definition, Striteska and Spickova (2012:2) and Susilawati, Tan, Bell and 

Sarwar (2013:52) say that performance measurement is the process of quantifying the 
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efficiency and effectiveness of past actions. That is an action that takes place in the process 

of achieving the goals of the business. These actions however cannot be measured. 

Performance measurement stresses on the effectiveness and efficiency of how a business or 

company performs better in order to yield effective results. In the same way, Moullin 

(2007:2) also stress that performance measurement is evaluating how well organisations are 

managed and the value they deliver to their customers and other stakeholders. It may be 

inferred that every organisation needs to function towards their business objectives, in that 

way they will be able to channel every effort towards obtaining the required output. Thus, 

there is need that companies outline their performance measurement indicators to enable 

them know how well their performance yields good results. Since performance 

measurement is viewed as a yard stick or an element used by the management systems to 

check and balance the components of their work goals, it can also serve as a tools and 

techniques that is used to control the work activities for all the role players to ensure that 

regularly planning, monitoring and controlling periodically takes place. 

Additionally, Bourne, Kennerley and Franco-Santos (2005:373) and Cokins (2004:32) agree 

that performance measurement had a positive impact on organisational performance. They 

add that performance measurement helps organisations do the following: 

1) It helps managers to sense uncertain situations earlier and react to them more 

quickly. 

2) It also allows people to monitor their own performance, boost motivation, 

communicate an organisation's shared vision, define expectations and arrives at an 

agreement. Managers and business owners who uses a well-structured performance 

measures grows their business. They are able to dictate and identify when things are 

not going according to work plan and they quickly make necessary changes. 

Armstrong (2006:21) and Aslam and Sarwar (2010:3) on the other hand elucidates that an 

organisation's performance management system helps to create a high-performance culture 

in which all managers, employees and members of an organisation take responsibility for 

constant improvement of their skills and business processes. It follows that performance 

measurement allows the employees to share ideas, to focus on their goals and enables 
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them acquire more and more skills to help them develop their business. Performance 

measurement also helps individual to know whether the expected results have been 

reached or achieved and quickly adapt to another measure when not obtained. 

Obviously, Schlafke, Silvi and Moller (2013:110), Kennerly and Neely (2002:1222), Franco

Santos et al. (2007:785) and Rezaei et al. (2011:723) explain that performance measurement 

system is perceived as a set of metrics used to quantify both the efficiency and effectiveness 

of action or as the reporting process that gives feedback to employees on the outcome of 

actions. That is to say performance measurement serves as a tool that is used to identify 

irregular behaviour of an employee in the work environment. In identifying unruly 

employees' behaviour, it will alert the business owners or firms on proper measures to be 

used and the extent of performance influence that has affected or will affect the goal of the 

business. Performance measurement, however, aids towards the smooth running of the 

business or organisation as well as the individuals concern with achieving good business or 

oganisational success. Therefore with continuous monitoring and controlling of the 

individual's work ability, the goals and objectives of the business will be acheivied. 

It is undeniably stated that performance measurement assists to meet work goals. Lemieux

Charles, McGuire, Champagne, Barnsley, Cole and Sicotte (2003:761) argue that the goal or 

rational model assumes that organisations can be modifield to achieve efficiency by 

applying rational planning based on scientific analysis. This analysis will then determine 

what actions or process needs to be followed that will yield the goals identified. Thus to 

evaluate its work performance, it entails empirically assessing the strength of the 

relationships in an organisation's means-end chain. This means that with performance 

analysis, the business owners will be able to determine employees' whose relationships are 

not producing work goals. Nonetheless, with this knowledge it will aid towards acquiring 

proper use of measures that will elicit desired behaviours in context where measures 

indicate that change is required. 

Furthermore, Lebas and Euske (2002 :68), Neneh and Vanzyl (2013:125) and Rauch, Unger 

and Rosenbusch (2007:152) define performance as doing today what will lead to measured 

value outcomes tomorrow. This implies that the effort and strength one put into their 
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business today will determine the result or output achieved later. However, a firm's 

performance is an important dependent variable in one's business as it brings about the 

desired future outcome. Assessing the level of a business or firm's performance 

measurement is difficult, because performance refers to several organisational outcomes, 

depending on the interest one needs to achieve. Rauf et al. (2007:152) asserts that most 

managers are likely to act on their subjective of objective opinions with regards to a 

competitor's performance. It is the outcome observed from the competitors that drives 

many managers or business owners into measuring their performances. This is very good for 

an upcoming business owner as it will enable the managers or owners to have a good 

business direction and way to follow. With this in mind, Guest, Michie, Conway and Sheehan 

(2003 :293) and Rauf et al. (2007:152) believed that there are clear attractions in objective 

measure and that it will be helpful to select a blend of some key organisational outcomes 

when measuring a firm's performance. This means that in selecting key organisational 

outcomes, it will help give clear directions to managers and business owners' on what to 

focus and what not to focus on that will yield good returns for the business. 

Finally, Rezaei et al. (2011:723), Franco-Santos et al. (2007:785), Franco-Santos et al. 

(2013:125), Rauch et al. {2007:153), Franco-Santos and Bourne {2005) and Alach (2017:103) 

mentioned that performance measures have shifted from purely financial factors to a 

combination of financial and non-financial ones. In a similar way, Chi (2015:32) add that firm 

performance is also measured by financial metrics and that the commonly applied measures 

used is the return on asset (ROA) which shows how profitable a company's capital assets is 

in generating revenue. This indicates that companies must exhibit a strong business 

transaction in order for them to acquire assets that will generate revenue. The return on 

investment (ROI) shows how profitable a company's capital investment is in generating 

revenue. That is to say, the investment a company displays should be capable of producing 

the desired result on profit generated for the business. Thus, market share, profit margin, 

and sales growths are all part of the financial metrics companies uses in measuring their 

performance. 
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2.3.1.1 Performance Measurement Metrics (PMM) 

According to Rezaei et al. (2011:743), Schlafke, Silvi and Moller (2012:110), Susilawati et al. 

(2013:52), Khan (2010:160), Aziz and Mahmood (2011:8920), Rauf et al. (2007:152), Sang 

(2005:4), Neneh and Vanzyl (2013:125) and Alach (2017:103), performance measurement 

have shifted from purely financial factors to a combination of these three factors: 

• Financial - The financial measures include profit, sales and market share 

• Non-financial - The non-financial measures comprise productivity, quality, efficiency, 

and attitudinal and behavioural measures such as commitment, intention to quit and 

satisfaction. 

• Operational metrics -The operational measures include production flexibility, 

product cost, product quality, number of customers and product delivery. 

All of these three measures are used to determine the outcome of a firm's or business 

performance using it as a form of measure to determine what is done and needs to be done 

for the success of the business. For the same reason, Aziz and Mahmood (2011:8921) 

suggests that multiple measure incorporating both financial and non-financial goals 

supporting the strategic plan should be utilized to allow for a broader, more comprehensive 

conceptualization of firm performance. Since there are different reasons for every firm's or 

business owners to start or establishment a business, it is then necessary that practitioners 

utilize measures that will best suit their business purpose in order to successfully measure 

its growth. 

Laitinen and Chong (2006:51), Keel, O'Brien and Hurst (2012:8) and Aziz and Mahmood 

(2011:8920) also note that there are two factors that affect the performance of a firm such 

as: 

❖ Internal factors: The internal factor is determined by the ways business operation 

takes place. This factor includes cost; production factors; efficiency of activities; properties 

of productions' revenue; competitiveness; and financial performance. 
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❖The external factors: Is the result of the participating parties or people involves in 

carrying out the business activities. These factors also include cost allocation; attending to 

production factors and properties of the product. These are discussed below: 

i. Costs: Cost simply focused on the budgeting and cost accounting of a business. It is an 

important variable that determines the rate and levels of business survival. That is the cost 

of producing an item or offering the services in order to determine the suitable pricing and 

profit margins for the business. It also serves as a yard stick upon which a business grows. 

ii. Efficiency of activities: Every business owner has to bear in mind the quality of service 

they give to customers. In other to survive in todays' business, there must be proper 

monitoring of business workflows in order to obtain sufficient products or services for the 

customers. The factors of production can also sufficiently be used to satisfy these needs. 

iii. Product and customer profitability: The aim of every business is to sell its 

products.Therefore, it is necessary that these products are sold to customers at a price that 

will yield sufficient profitability for the business. This profitability measures are helpful to 

set the strategy and operational decisions of the management. 

iv. Competitiveness: The rate of growth in revenue and its market size could determine 

returns on the performance of the business. Therefore, the business owners should always 

try as much as possible to see that the products satisfy the needs of the customer in order 

to avoid too many competitions. 

v. Financial: It is from the products or services rendered to customers that financial 

outcome of performance is obtained. Therefore, managers should always be aware to give 

quality products or services to their customers in return for money. 

vi. Environmental effects: An environmental effect has become a sensitive issue for a 

business owner to deal with . Since there are too many competition and imitation of goods, 

the business owner should ensure that customers are given the best possible products or 

services that will hinder them from seeking for other products or services in the market 
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environment. Again, since the nature of our environment is changing, less harmful products 

should also be made available in the market to promote an eco-friendly environment. 

vii. Properties of products: The objectives of every business is to satisfy its customers 

need, therefore, it is necessary that business owners match the required amount of 

resources allocated for the new product in order to satisfy these needs. 

In addition, Blackburn, Hart and Wainwright (2013:18) suggest that performance is 

measured in three ways namely: 

1) Turnover: The turnover measures the value of sales in real terms over the past year. 

2) Employment growth: Employment may vary depending on the time the business is 

carried out. 

3) Profits: There is need that firms must make enough profit that will be sufficient to 

carry out the activities of the firm. 

These three performance measures indicate that firms or business owners must consistently 

measure their turnover rate in order to grow. With this, they will be able to increase their 

revenue to grow the business. Since the objective of a performance measurement is to 

quantify efficiency and effectiveness of an action in the work place, it is necessary that 

performance measurement should also facilitate effective decision making in order to align 

actions with strategic objectives as well as provide feedback on operational performance 

Susilawati et al. (2013:55). 

2.3.2 The characteristics of Performance Measurement within Small and Medium 

Enterprises (SMEs). 

There has been very little research carried out on performance measurement in small scale 

business. With performance measurement, business owners are able to identify problems 

arising from the business and find ways to solve it. Performance measurement is in essence 

what makes firm unique towards achieving its work objectives. According to Keel et al. 

(2012:9), a good performance measurement system should provide information that is 
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meaningful and useful for decision-makers. It should assist the managers with the up 

running of the activities in the workplace. Many authors identified certain characteristics 

associated with performance measurement within their field of study. According to 

Langwerden (2015:2), the following characteristics are peculiar to performance 

measurement in SM Es: 

❖ Managerial capacity: The managerial capacity in this case involves the tools and 

techniques used in carrying out the activities of the business. These tools and techniques 

are presumed to be of benefit to the company when properly used. 

❖Limited capital resources: The availability of resources for SMEs in the application of 

performance measurement is limited. The reason has been lack of time available for non

operational activities as well as the poor involvement of top management. Again, because 

performance measurement involves data analysis, SMEs have limited resources for data . 

The data are analysed in an imprecise way, and this increases the ambigu ity of the 

measurement objectives. 

❖Reactive approach: SMEs are characterized by poor strategic planning and their 

decision-making processes are not formalized. The reason has been that they lack explicit 

strategies and methodologies to support the control processes for promoting both short

term orientation and a reactive approach to managing the company's activities 

(Langwerden, 2015:2). 

❖Misconception of performance measurement: The misconception of performance 

measurement can only be effective when companies perceive the benefits of the 

performance measurement system. As it is, many SMEs do not understand the potential 

advantages of implementing a performance measurement system. These systems are 

perceived as a cause of bureaucratization and an obstacle of the flexibility of SMEs 

Langwerden (2015:2). However, it has been found that SMEs do not use performance 

measurement system but even if they do, they use them incorrectly. 

❖Tacit knowledge and little attention given to the formalization of processes: One 

main shortfall to organisational development SMEs is the lack of a managerial system and 
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formalised management of processes. Since knowledge is mainly tacit and context-specific, 

the information needed to implement the use of PMS is difficult to gather Langwerden 

(2015 :2). Therefore, for an effective use of performance measurement, small and medium 

business owners need to familiarize themselves with the concept of performance 

measurement in order to derive the benefit associated with it. 

Again, Kazemkhanlou and Ahadi (2014:274) present a number of characteristics that are 

found to be effective in performance measurement systems such as: 

❖ Inclusiveness: Here it includes all aspects that lead to business performance 

measurement success. 

❖ Universally: It allows business owners to compare various operating cond itions that 

might lead to performance measurement. 

❖ Measurability: Every data used are required to be measured. 

❖ Consistency: All measuring instrument should be consistent with the performance. 

Other characteristics are being identified by various authors like Gunasekaran, Patel and 

Tittiroglu (2001), Gunasekaran, Patel and Mcgaughey (2004:333), Talluri and Sarkis 

(2002:4257), Kennerley and Neely (2003:214) and Tangen (2005:727) which includes: 

❖ Performance measurement should be simple and easy to use 

❖ It should have a clear purpose 

❖ It should establish specific numeric standards for most goals 

❖ It must reflect relevant non-financial information based on key success factors of 

each business. 

❖ It must make a link to reward systems the financial and non-financial measures must 

be aligned and fit within a strategic framework. 

❖ It must match the business culture 

❖ It must focus on what is important to customers 

❖ It must focus on what the competition is doing 
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❖ It must help accelerate organisational learning. 

2.3.2.1 Business Performance Measurement Process and Content as an Aspect of 

its Characteristics 

In order to assist the business owners with an effective decision-making process, Schlafke et 

al. (2012 :116} and Franco-Santos et al. (2007:797} identified five different categories of 

business performance measurement process such as: 

► Measure performance: Measure performance monitors the progress of the 

business owner and evaluates their performance to see whether they are 

progressing. 

► Strategy management: This category encompasses the roles of planning, strategy 

formulation, strategy implementation of a business owner and focus attention on 

aspects that will yield good results. 

► Communication: This encompasses the roles of internal and external 

communication that is a process whereby the employees relate effectively with the 

customers in order to satisfy their needs. 

► Influence behaviour: This category encompasses the roles of rewarding or 

compensating behaviour that leads to organisational goals as well as managing 

relationships and control. 

► Learning and improvement: Here it entails the roles of feedback (giving effective 

feedback to the employees will help them monitor their progress}, double-loop 

learning and performance improvement. 

Another important content and process of performance measurement charateristics as 

identified by Alasadi and Abdelrahim (2008:50} are the success factors leading to the 

smooth transition of medium and large business sectors that preserve the flow of new small 
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businesses into the economy. This infers that the proper monitoring of SMEs performance 

has brought about several changes in the economy; one example can be seen as the 

reduction of unemployment and poverty. However, if the SM Es are not properly monitored 

and the people well encouraged, it would lead to crisis and unaccountability in the economy 

system. 

The performance measurement has a crucial role for continuing improvement to make 

efficient and effective management process in the small businesses. Small business need to 

utilize different approaches on performance measurement in order to effectively perform to 

an expected level. Susilawati et al. (2013:51) contend that in order to overcome the 

limitation of the conventional Performance Measurement System (PMS), there are a 

number of alternative frameworks that have been developed to help the business owners 

combat information that will assist them develop their business. But for the benefit of this 

study, only one identified framework that relates to the study will be discussed. This 

measure is design to provide management and operators with up-to-date knowledge and 

information that will enhance the improvement of the business at any given time. An 

example is: 

l}Balance Score Card (BSC} Framework 

Balance Score Card is a commonly used framework for performance measurement. BSC 

alone is inadequate in certain circumstances to measure organisational performance. It does 

not capture all components of the stakeholder and does not include the supplier 

prospective which is important in a lean company (Susilawati et al., 2013:52). Its weakness is 

that the omission of shop floor level consideration as it is mainly designed to provide an 

overall view of an organisational performance. Below is a typical BSC framework that serves 

the need of performance measurement for a business. 
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Figure 2.9: Framework for balance score card 
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Source: Susilawati et al. (2013 :52) 

The figure above indicates the level of performances measures within an organisation. Here 

the business owner need to identify who their customers are and what is it that satisfiy their 

needs. With the resources available, the business owner can now focus on how well to 

utilize them into providing the needs of their customers. After this is done, the business 

owner will then continue to improve and update their products in order to satisfy both 

existing and new customer in the market. 

2.3.3. Application of Performance Measurement on SMEs and its Impact on 

Business Model 

The performance of small business is a complex matter and multi-dimensional in scope and 

character (Morrison & Teixeira, 2004:167). Small businesses are owned and managed by the 

owners themselves, and as such, they tend to focus on the limited resources they have to 

grow their business. SMEs are established for many different reasons, as Pushpakumari and 

Wijewickrama (2008:2) and Neneh and VanZyl (2013:119) established that SMEs are driven 

by the need to imitate large firm activities. This means that, people who establish SMEs 
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inspire as much as possible to use different approaches to grow and sustain their business. 

They aspire that one day their business will grow to compete with the large businesses and 

for that they operate their business using different skills, knowledge and capabilities to 

achieve their goals. It is the desire of every business owners to utilize appropriate tools and 

techniques to carry out their business so as to achieve desired success. Therefore, there is 

need that SMEs develop appropriate business model that will effectively lead the business 

into creating and capturing its value. 

The first step that every successful small business owner can do is to develop a business 

model that will aid them to grow their business. It is this business model that will determine 

the different approaches that is needed to direct the business activities. 

According to Neneh and Vanzyl (2013:119) and Gamini de Alwis and Senathiraja (2003:29), 

the successful application of a good business model will bring about consistency and growth 

of the business. Small businesses need to utilize different model for their performances 

whether it is a formal or informal business for the business to grow. They need to focus on 

ways of improving, developing and growing the business in order to bring about competitive 

advantage. Garengo, Biazzo and Bititci (2005:26) mentioned that performance 

measurement system is indeed important for supporting the managerial development of 

SMEs since they are enterprise that are improving their technical and technological 

capabilities to meet the market needs, but low formalised managerial practices are still 

adopted. Neneh and Van Zyl (2013 :120) also add that achieving a good business 

performance will enable SMEs to succeed and become more sustainable in the long run and 

hence to make a large contribution to the national economy. Therefore, it is essential that 

SM Es identify business models that can help enhance the development of SMEs activities as 

well as the performances that will yield positive results while at the same time help them to 

grow. A critical factor for the success of SMEs can mostly be found in the attributes of the 

model used by the company whose success basically depends on the figure of the 

entrepreneur-owner, who is responsible for managing the activities of the company 

(Garengo et al., 2005:26). 

As discussed earlier, SMEs' contribution to the economy is relatively small. Their 

contributions should be increased to a higher level so that it will be more significant to the 
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economic growth, especially in South African economy Neneh and VanZly (2013 :118) and 

Garengo et al. (2005:25). As such, Jamil and Mohamed (2011:200), Neneh and Vanzyl 

(2013:121) and Kelliher and Reinl (2009:521) note that since SM Es operate in a competitive 

environment, there is need that performance measurement tools are used to help them 

identify weaknesses, clarity objectives and strategies, and improve management processes. 

This means that the performance measurement for SMEs will go a long way towards 

sustaining economy of a country if properly monitored. It will help the business owners to 

grow their business for them to be able to compete amongst each other both locally and 

internationally while at the same time meet the competitive advantage. 

Vichitdhanabadee, Wilmshurst and Cliff (2009:5) and Neneh and Vanzyl (2013:124) 

established that in order for SM Es to survive and succeed in their business operations, they 

must continually improve and develop their performance by ensuring that they maintain 

adequate resources such as information, employees and instruments and use them to 

generate benefit for their businesses. The application of performance measures by SMEs 

will give them the opportunity to get enough business direction. They will be able to acquire 

sufficient information from different aspects (the dealers, customers, business associates 

and other people they partner with) . This makes them acquire information as well as 

feedback as to how to grow their business. SMEs must also ensure that customer 

satisfaction remains at a high target and that they can be flexible enough to respond to 

rapid changes in the market. 

2.4. SECTION 3: THE CONCEPTS OF SMEs, IMPORTANCE AND 

CHARACTERISTICS OF SMEs ON BUSINESS MODEL PERFORMANCE 

MEASURES 

2.4.1 The global nature of SM Es in South Africa and beyond 

The term 'small business' and 'SMME' are used as synonyms, whereas the term 'enterprises' 

refers specifically to entities (especially close corporations, co-operatives and companies) 

registered with Companies and Intellectual Property Registration Office (CIPRO) (DTI, 

2008:38). The owners of these SMMEs are hence referred to as 'business owners' or 

'employers' and 'self-employed'. These owners engage themselves in one or various forms 
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of business in order to make a living. While we have tried to keep the term 'entrepreneur' 

for those involves in a start-up or a new business activity. As SMEs or SMMEs is a global 

word, that is synonymous in all countries of the world. This word (SMEs) is seen as the key 

to improve competitiveness, forester economic activities, boost countries trade sector, 

improve living economic standard of people and create jobs (Suranga & Rahman, 2014:905), 

(Ademola, Olaleye, Olusuyi & Edun, 2013:56) and (Subhan, Mehmood & Satter, 2013:2). 

From the above definition, it implies that with SMEs, people actively involve or engage 

themselves with various kinds of businesses or trade. They do this in order to survive or 

make a living in today's world. 

The economy of developed and developing countries depends widely on small and medium 

businesses and these SMEs are positively contributing to people's standard of living. Many 

countries of the world rely heavily on SMEs as it is a yard stick to measure its economic 

progress. Developing countries like South Africa are no exception . South Africa requires 

sustained economic growth from SMEs sectors to grow its economy. They need to focus 

attention on how to improve SMEs activities in order to harness its great potential towards 

generating employment, alleviating their citizens from poverty hence grow and develop the 

country. Undeniably, Gandi and Amissah (2014:327), Aigbavboa and Thwala (2014:771) and 

Suranga and Rahman (2014:905) explains that the development of SMEs contributes 

considerably to economic welfare and improvement in the quality of people's life across the 

globe in any sphere of the economy. Countries around the world struggle to succeed despite 

the contribution made by SMEs. Many of the countries focus on the development and 

promotion of small and medium businesses in order to sustain and grow their economy as 

well as enable its citizens to improve their lives. The SMEs in South Africa have helped 

improve many lives of both foreign and indigenous people, helping many to get involved in 

one form of trade or another so as to improve their living conditions. 

Consequently, from the DTI (2008:57), the first democratic government in South Africa 

inherited from apartheid extreme level of poverty, inequality in wealth and income and 

highly skewed access to social services, together with educational and employment 

opportunities. This made the economic growth become dependent not merely on 
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macroeconomic stability or labour market flexibility but also the role of institutions, 

microeconomic reforms and governance. To illustrate this, the apartheid government 

restricted their citizens from participating in various forms of businesses. This led the people 

into poverty, unemployment and unequal distribution of wealth. As a result they became 

redundant in generating income for themselves for sustainable livelihood. In demonstration 

of this, the concentrated structure of the South African economy growth took place within 

existing established industries, with limited new employment generation bringing the name 

'second economy' into existence in order to describe the informal sector and to point out 

the structural barriers to participate in the formal economy that are faced by many South 

Africans (DTI, 2008:57). For the sake of argument, it was believed that it is after t he regime 

of the apartheid government that people were allowed to participate in the informal trade 

and operate flexibly in the labour market. In order to prove this, Kirsten (2006:2) postulate 

that second economy was the space within which those who are marginalised operate. 

Making us to believe that this second economy is the norm in which many parts of the world 

operate. 

Equally, Ademola et al. (2013:56), Gandi and Amissah (2014:328), Aigbavboa and Thwala 

(2014:771) and Jain and Kiran (2012 :64) contend that SMEs are responsible for driving 

innovation and competition in many economies, as innovation often leads to market 

differentiation. Follows from this argument, people who operate in various businesses use 

the innovative ideas to run their business. Some of them acquire their skills and knowledge 

to grow and develop their business while other just engages themselves with the structure 

of buying and selling and later they improve. This is what Jain and Kiran (2012 : 65) refers to 

as the "embodiment, combination, or synthesis of knowledge in original, relevant, valued, 

new products, processes, or services" . As I have mentioned, whenever there is a new 

method of business, new services rendered or introduction of new product in the market, 

there is always an element of innovation taken place. This is what many business owners try 

to do, bringing in new processes of doing business in the market. However, every new and 

existing business owner should always come up with new innovative ways of doing business. 

Like when some of the SMEs owners introduce new services, new product, and new 

processes, conditions with which they run and operate their business, they try to use 

different strategies to lure customers to their business. These new activities help enhance 
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and grow small business for them to achieve their goals. In support of this, Neneh and 

Vanzyl (2013 :119) and Gamini de Alwis and Senathiraji (2003:28) refer to these new ways as 

business practices which the business owners use to transform business values into 

processes for achieving business objectives. However, the application of the business 

practice leads to accepted techniques and standards used by business owners to accomplish 

their set of outlined objectives. 

Seemingly, SMEs are driven by the need to imitate large firms as earlier mentioned and as 

such they need to focus on ways of improving their business activities and standards for 

them to become more capable of competing with these large and global organisations. 

Without reservation, Neneh and VanZyl {2013:119) and Abereijo, Adegbite, liori, Adeniyi 

and Aderemi (2009:83) puts it that "the manufacturing small and medium enterprises 

{SM Es) in the present economy are facing stiff competition and increasing demands for high 

quality products and services which is characterized by fast response time, reliable 

deliveries and new product function". As a result of this small business owners and 

operators need to be kept properly informed with the latest trends in business environment 

in order to adapt to the competitive world of trade. Nevertheless, it is important for them to 

be equipped with proper business models, methods, factors and techniques so as to meet 

with what is happening in their environment and beyond. This can only be done when one is 

able to access and integrate sufficient business information, resources and is able to 

communicate within and outside its environment to grow their business. 

In spite of this, the performance of SMEs in the global economy is very crucial to the 

development not only to the economy but that of its citizens as a whole. SareenaUmma and 

Varothayan {2015:223) maintained that SMEs all over the world contribution to the GDP is 

more than half proportion that means 50% to the global economy and 95% of registered 

firms operating in the world under the SMEs sector. This implies that the rate of SMEs 

cannot be underestimated as they help keep the countries running especially the individual 

who are involved in small businesses. In Africa for example, 90% of its business operations 

relies more on SMEs and contributes to over 50% of African employment and GDP in most 

African countries Abor and Quarterly {2010:219), Neneh and VanZyl {2013:119), Akomea

Bonsu and Sampong (2012:153) and Aigbavboa and Thwala {2014:772). That is to say that 
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the level of SMEs growth and development has helped lift many African countries up from 

the poverty level leaving them competing with other countries of the world. Many countries 

of the world use SMEs as a means of reducing poverty and growing their economy. They 

encourage their citizens to participate in SMEs, and often provide financial support that will 

encourage them build and sustain their business. 

Importantly, Neneh and VanZly (2013:119), Ademola et al. (2013:56), Zacharakis, Neck, 

Hygrave and Cox (2002:3), Brink and Cant (2003:2), Kushwaha (2011:1), Abor and Quarterly 

(2010:219), and Jocumsen (2004:659) posits that the contribution of SMEs are vital to the 

development of nation and that it is recognized as a leading vehicle and engine for 

economic development, an equitable development in developing economies, a prime 

source of employment, revenue generation, innovation and technological advancement in 

both developed and developing nations. For the sake of argument, it is believed that many 

people without formal jobs survive today because they are involved in running a business. 

People involve themselves with various small businesses because of the difficulties they 

encounter in sourcing for a formal job both where they reside and the place where they 

have relocated and as a result their last resort is to start a business. 

Despite the fact that SMEs create employment and income generation around the world, 

Brink and Cant (2003:2) add that SMEs owners often have good ideas and are competent 

but "they do not have a clue on how to run a business". Thus, to run a business requires not 

only financial aspect but also the application of good business model that will yield good 

business result and success which will bring about good business performance. To this 

effect, there is need that the South African government should promote the development of 

SM Es in order to alleviate its citizens from poverty and reduce the high unemployment rate 

in the country. However, the Statistics South Africa (2012) add that South Africa is currently 

sitting at 25.2% and the number of SMEs that fail in their fifth year of existence ranges 

between 50% and 95% (Statistics South Africa, 2012), and about 75% of new SMEs do not 

become established firms, which is one of the highest such statistics in the world . 

On the other hand, Abor and Quarterly (2010:223), Berry, von Blottnitz, Cassim, Kesper, 

Rajaratnam and van Seventer (2002), Kirsten, Vermaak and Wolmarans (2015:14) and 
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Aigbavboa and Thwala (2014:771) and Gumede (2000) also add that SM Es account for about 

91% of the formal business entities in South Africa, contributing between 52% and 57% of 

GDP and providing about 61% of employment. To establish a fact, in South Africa and for 

example in Gauteng province, due to the inability for its citizens and the immigrants to get 

formal jobs, many of the people have engaged themselves to start and run their business no 

matter how small it is for the sake of survival. Some of these business owners also struggles 

to survive due to improper application of business model and strategy, improper business 

innovation as well as inadequate capital to enable them grow and adapt to the challenging 

and demanding economy. If the government is able to support and promote many people 

who engage in small and medium scale business, there growth level will be tremendous and 

it will reduce many crisis and crime in the society. 

Finally, the growth levelof every small business is important as it determines how effective 

its operations will be. The SM Es operators and owners are usually more concern about their 

survival rather than their growth (Neneh & Van Zyl, 2014:173). As a result, growing a 

business requires hard work, commitment and been innovative in day-to-day running of the 

business. If SME owners are reluctant to use effective business models to grow their 

business it is more likely that their business will die within the first few years of its existence. 

However, the meaningful development of small and medium scale industries can determine 

the level of growth a country can achieve. SMEs therefore have a crucial role to play in 

stimulating growth, generating employment for the citizens, contributing to poverty 

reduction, improving economic wealth of many South Africans and beyond and many more 

other positive advantages. 

2.4.2 The popular word SM Es and its meaning 

Small and medium-sized enterprises (SMEs) have become increasingly popular in recent 

decades, having caused concern among scholars of various areas. SM Es are one domain that 

cannot be neglected in recent times. Many countries of the world developed and developing 

has SMEs as an important aspect of its economic development Aigbavboa and Thwala 

(2014:773). The specific definition used by each country in the world and each researcher is 

usually based on different criteria and many of them have given different definitions to this 

form of business. According to Kirsten et al. (2015:14), Aigbavboa and Thwala (2014:773), 
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lmafidon and ltoya (2014:257), Jan Khan and Khalique (2014:39), Aigboduwa and Oisamoje 

(2013:246) and Abor and Quarterly (2010:219), there is no single, uniformly accepted 

definition of small firms. Many of these researchers went on to say that firms differ in their 

levels of capitalization, sales and employment. Thus, definitions which have used the 

measures of size such as number of employees, turnover, probability and net worth when 

applied to one sector might lead to all firms being classified as small, while the same size 

conceptualization definition when applied to a different sector might lead to a different 

result. These means that there is no particular word that is used to defined SMEs. 

Depending on the level and nature one operates comes the meaning of SMEs. In 

justification to this, the way a person view SMEs operation different from another in that 

they use their SMEs activities to judge the level the person or people operate. However, 

from this definition, there is need to see SMEs as the measure of its assets and growth of 

the business. 

Nonetheless, in seeking and trying to understand the concept of SM Es, small firms, even the 

governments of all the economies of the globe and particularly those agencies which are 

responsible for the development of these firms, take deep interest in understanding about 

these firms. For example, in the USA, the small business administrator defines "small 

businesses as any business with less than 500 employees Aigbavboa and Thwala (2014:773) 

and Beyene (2002:134). In Mauritius, SMEs are defined as manufacturing enterprises which 

use production equipment with an aggregate CIF value not exceeding ten mill ion rupees 

Beyene (2002 :134). Implying that each countries of the world defines small business 

according to the modus of operation, which is how their citizens run their business as well 

as the level of impact it made in their countries. Understanding the concept of small 

business has become a challenge in today's business, as many countries deals with the 

difficulties and challenges of effectively growing their small-scale businesses. 

Similarly, there is no hard and easy word to use in describing small business. Sevrani and 

Bahiti {2008:184), Olise, An igbogu, Edoko and Okoli (2014:166), Ojokuku and Sajuyigbe 

(2015:88), Ozigbo and Ezeaku (2009:2), Ayyagari, Beck and Demirgue-Kunt (2007:416) 

define small business as a business that have less than 250 employees, a turnover less that 

50 million Euros, and a balance sheet of less than 43 million Euros. This leads us to believe 
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that any small business which has more than 250 employees with less than 50 million Euros 

having sufficient resources to run their business while creating jobs for its citizens can be 

categorize as a SMEs. It is interesting to know that this type of business will help reduce 

poverty in a substantial way thereby promoting the economic growth of the citizens and the 

country as well. Again, Gunasekaran, Forker, and Kobu (2000:318), Negara (2000:2) and 

Fard, Mansor and Mohammed (2011:2662) definition of SM Es are based on annual turnover 

which according to them needs to be in accordance within the country's situation. Their 

definition is one used to defined SMEs in Malaysia, one with the annual turnover and 

number of employees as depicted in the table below: 

Table 2.1: SM Es according to Malaysia concept 

Sectors/Size Primary Agriculture Manufacturing Service Sector 

Sectors 

Micro Less than 5 Less than 5 Less than 5 
employees or less employees or less employees or less 
than 200,000 RM than 250,000 RM than 200,000 RM 

Small Between 5 & 19 Between 5 & 50 Between 5 & 19 
employees or employees or employees or 
between RM between RM 200,000 between RM 
200,000 & less than & less than R 10 200,000 & less than 
RM 1 million million RM 1 million 

Medium Between RM 1 Between 51 & 150 Between 20 & 50 
million & RM 5 employees or employees or 
million between RM 1 between RM 1 

million & RM 25 million & RM million 
million 

Source: Adapted from Mohammed (2011:2662). 

From the table above, it could be seen that SMEs in various sectors of Malaysian business 

has been covered, ranging from micro to small and medium sizes of business. Based on 

these sectors, they believe that all aspects of any business small or large having such 

number of employee and its turnover rate as stated above has the ability to possess the 

definition of SMEs. However, there definition has well-covered characteristics of all the 

definition of small business and is believed to represent all sectors of small business 

economy. 
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In addition, Agwu and Emeti (2014:104), Ozigbo and Ezeaku (2009:2), Obioma and Clement 

(2014:7), Anga (2014:141) and Ademola et al. (2013 :56) also have their thought in defining 

SMEs. According to them, their definition is based on the Nigeria context which states that 

any enterprise with a maximum assets base of #500 million ($4.2 million) excluding land and 

working capital with the number of staff not less than 20 or more than 300 is believed to be 

a small business. This may be inferred that for one to understand the meaning of small 

business, it can be viewed from the number of people whom are been employed in the 

sector. Depending on the angle people operate their business activities, as long as they are 

able to employ people, they can be able to assess and understand this word SMEs. 

However, most of the definitions of SMEs adopted by various authors are inconsistent and 

therefore, inappropriate to describe and measure satisfactorily the size of firms and number 

of employees in the different industries. 

Furthermore, countries like South African have also viewed SMEs in their own angle. 

According to Gordhan (2014:5) and Aigbavboa and Thwala (2014:773), SMEs are defined as 

separate and distinct business entities in any sector of the economy managed by one owner 

or more. These include cooperative enterprises and non-governmental organisations, as 

well as branches or subsidiaries if any. That is to say, the definition of SMEs lies in the hands 

of the individuals or business owners themselves. Their participation in the economic 

activities has given them opportunity to define SMEs from their own point of view. 

However, from the South African government point of view, their definition of SMEs is 

different from that of the business owners. As a result, they use various factors to define 

SMEs namely, ownership, employment size and formality with various classifications. 

Without reservation, in South Africa, the owners of small businesses not excluding the 

government have defined small business according to the level of business operation and its 

characteristics. Given the circumstances from the definition of SMEs, the National Small 

Enterprise Act, 1996 (Act No. 102 of 1996) in Gordhan (2014:5) and Aigbavboa and Thwala 

(2014:773) define SM Es as: 

"a separate and distinct business entity, together with its branches or subsidiaries, if 

any, including co-operative enterprises, managed by one owner or more 

predominantly carried on in any sector or subsector of the economy mentioned in 
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column 1 of the Schedule and classified as a micro-, a very small, a small or a medium 

enterprise by satisfying the criteria mentioned in columns 3, 4 and 5 of the Schedule". 

They further categorize SM Es into distinct groups, namely: survivalist, micro, very small and 

medium, hence the use of the term "SMME" for small, medium and micro-enterprises. This 

definition identifies different forms of businesses into different sections to enable one 

understand the type of business they are involved with. From the five distinct groups, each 

one is discussed below: 

i) Survivalist enterprise: The income generated is less than the minimum income 

standard or the poverty line. This category is considered pre-entrepreneurial, 

and includes hawkers, vendors and subsistence farmers. In practice, survivalist 

enterprises are often categorized as part of the micro-enterprise sector. 

ii) Micro-enterprise: The turnover is less than the value-added tax (VAT) 

registration limit (that is, RlSO, 000 per year). These enterprises usually lack 

formality in terms of registration. They include, for example, spaza shops, 

minibus taxis and household industries. They employ no more than 5 people. 

iii) Very small enterprise: These are enterprises employing fewer than 10 paid 

employees, except for the mining, electricity, manufacturing and construction 

sectors, in which the figure is 20 employees. These enterprises operate in the 

formal market and have access to technology. 

iv) Small enterprise: The upper limit is SO employees. Small enterprises are 

generally more established than very small enterprises and exhibit more complex 

business practices. 

v) Medium enterprise: The maximum number of employees is 100 or 200 for the 

mining, electricity, manufacturing and construction sectors. These enterprises 

are often characterized by the decentralization of power to an additional 

management layer. 
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To elaborate properly, the survivalist business is seen as a home-based business or one 

which operates on the streets. Th is type of business lack proper use of capital equipment 

and predominantly takes the form of cash as its form of transaction . An example of such 

businesses includes a taxi operators, spaza shops, taverns, casual construction workers, 

hawkers, vendors, informal subcontractors and gardeners. The second form of business 

takes the form of services rendered to clients or customers. Examples of such businesses 

include the doctors, the electricians, the plumbers, the artisans, the engineers, the 

accountants, franchisees, brokers, consultants, small assembly in production as well as 

technology. The third is concerned with a type of business by someone who wants to 

develop a brand, expand its market share or even develop a franchise. The fourth takes the 

form of a small to medium business, employing a large number of employees. Finally, the 

fifth is a medium to large business that takes the form of decentralized power. 

Finally, from the above discussions, the definition of SMEs suitable for the purpose of this 

study is the definition used to classify small and medium enterprises from a South African 

perspective which is obtained from the National Small enterprise Act, 1996. 

From this definition, the key criteria for determining or identifying a business is classified as 

medium, small, very small or micro results on the number of paid employees, the total 

number of the business turnover and the gross assets value of the business. An example of 

such business can be a manufacturing enterprise which can be depicted using the table 

below: 

Table 2.2: Manufacturing Enterprise 

Manufacturing Enterprise 

Cl C2 C3 C4 (M) CS (M) 

Manufacturing Medium 200 R51 R19 

Small 50 R13 RS 

Very small 20 RS R2 

Micro 5 R0,20 R0,10 

Source: Gordhan (2014:6) 
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From the above table, the C represents Column and (m) represents a Million of South 

African Rands (currency). From the manufacturing enterprise~, it can be seen that the 

medium business has an employee of up to 200 with their annual turnover of RSl million to 

less than R19 million. The small business has an annual total turnover of 13 million Rand 

with up to 50 employees, a very small business has 20 employees with up to RS million and 

micro business has a turnover of less than Rl million. This turnover is what seems to be the 

preferred indicator to use internationally and locally to rate a small business. 

2.4.3 The strategic importance of SM Es to the business owners and the world at 

large 

The relative importance of small and medium enterprise in developed and developing 

countries have led to reconsideration of the role SMEs plays in the economy of nations. To 

this regard, Agwu and Emeti (2014:106), Urban and Naidoo (2012:146) and Gunu (2004:35) 

contend that the development of many countries is often measured by the level of 

industrialization, modernization, urbanization, gainful and meaningful employment for all 

those who are able and willing to work, income per capital, equitable distribution of income, 

and the welfare and quality of life enjoyed by the citizenry. This implies that many countries 

of the world have considered SMEs as a driving mechanism for the development of their 

country and the citizens. In demonstration of this Urban and Naidoo (2012:146) and Davies 

(2001:5) gave an example that in South Africa, SMMEs are pivotal to the growth and 

development of the economy and inextricably linked to economic empowerment, job 

creation, and employment within disadvantaged communities. As a result, SMEs are seen as 

the key to alleviate poverty and unemployment that enables many countries of the world to 

grow and make their name heard. The countries of the world should promote such 

institution by effectively assisting its citizens with proper resources to run and own their 

business. 

According to Aremu (2004:1), Gunu (2004:36), Ayanda and Laraba (2011:207) and Agwu and 

Emeti (2014:107), small scale enterprises plays an important role in the economics of any 

country in accordance with their relative levels of development. With the alarming rate of 

poverty, many people have become jobless and many still leave in abject poverty but with 
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SMEs, it has reduced the poverty rate of the people since many have engaged themselves 

with the act of buying and selling while others with the act of services. 

Positively, some advanced economies have succeeded because small and medium 

enterprises form fundamental part of the economies. Take the case of Malaysia for 

example, the economies, comprising over 98% of total establishments and contributing to 

over 65% of employment as well as over 50% of the gross domestic product Fard et al. 

(2011:2662) and Arham and Boucher (2013 :121). Again, in the United States, SMEs 

represent an overwhelming majority of all businesses and account for almost one-half of the 

gross national products Khan (2014:40). SMEs is also a very strong aspects for most if not all 

countries of the world as it plays a very significant role in transforming the economy of both 

developed and developing nations of the world. These economies look to the SMEs sector 

for provision of increased in job creation, economic development and innovation as well as 

for survival. 

In another case, Urban and Naidoo (2012 :146), Nieman, Hough and Nieuwenhuizen (2003) 

and Davies (2001:5) add that in South Africa, SMMEs generate 35 percent of the GDP, 

contribute 43 per cent of the total value of salaries and wages, and employ 54 per cent of all 

formal private sector employees. To this effect, SM Es has the potential to grow and develop 

the economy of many countries of the world as well as contribute substantially to the 

economy. A small and medium enterprise also provides a strong foundation for wh ich many 

companies and industries grow. Developing countries of the world like Europe, Germany, 

Japan, Thailand, Ghana, Nigeria, Pakistan and many more countries also considered SM Es to 

be the backbone of industrial development Onakoya, Fasanya, and Abdulrahman 

(2013 :131), Agwu and Emeti (2014:104), Sevrani and Bahiti (2008:187) and Ozigbo and 

Ezeaku (2009:2). Most of these countries use small and medium business for growth and 

alleviation of poverty and unemployment in their country. SME also brings about a great 

distribution of income and wealth among the citizens of the country both among foreigners 

and locals. Nevertheless, the impact SMEs have in South African economy cannot be under 

estimated reason been that since the freedom of democracy, government has real ised the 

importance of small business enterprises across all sectors of the country in achieving stable 

economic growth Gordhan (2014:5), Khan (2014:39) and Aigbavboa and Thwala (2014:773). 
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People no longer wait to get employment rather they engage themselves with some form of 

trading and business activities as long as they are able to generate income to make a living. 

It does not matter how big or small the businesses are, as long as they are able to survive 

and cater for their needs. 

To this extent, the impact of SMEs in South Africa cannot be left seen out. Aigbavboa and 

Thwala (2014:771) and the Statistics South Africa (2013) maintained that the government 

has identified SM Es as a priority in job creation in order to solve protracted unemployment 

conditions facing more that 24.1% of the current 52.98 million South Africans. An earlier 

study by Mahembe (2011:11) obtained in the National Credit Regulatory estimated that 

99.3% of South African businesses were SMEs and that these SMEs accounted for 53.9% of 

total employment and contributed to 44.8% GDP. Many formal businesses taken place in 

South Africa started from little before growing to large enterprises. No wonder the 

government of South Africa encourages its citizens to participate in generating a small 

business and they try as much as possible to set aside loan and finances that will encourage 

their citizens in starting a business. Surprisingly, Urban and Naidoo (2012:146) and Davies 

(2001:5) emphasised the positive impact SMEs has brought to the manufacturing sector in 

that it is one of the largest contributors to the country's gross domestic product (GDP), and 

has the greatest potential to generate employment opportunities and enhance national 

economic growth. With this sector, approximately 18 percent of the people get employed 

contributing 35 percent to the GDP (Econometrix, 2002). On the whole, SMEs has a great 

part to play in many countries of the world which left us no choice than to utilise its 

importance. In addition to this, the NCR (2011:15) document that was compiled by 

Ma hem be (2011:15) clearly stated that Trevor Manuel, then Minister of Trade and Industry, 

clearly articulated these issues when he said that: 

"With millions of South Africans unemployed and underemployed, the Government 

has no option but to give its full attention to the task of job creation, and generating 

sustainable and equitable growth". 

"Small, medium and micro-enterprises represent an important vehicle to address the 

challenges of job creation, economic growth and equity in our country". 
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"We believe that the real engine of sustainable and equitable growth in this country 

is the private sector. We are committed to doing all we can to help create an 

environment in which businesses can get on with their job". 

(Extracts from the White Paper on National Strategy for the Development and Promotion of Small 

Business in South Africa) 

There is an evidence of the importance of small scale business to the world at large. Below 

are the importance SMEs plays in many countries of the world as highlighted by Abor and 

Quartey (2010:10), Ogechukwu (2011:35} and Mahembe (2011:16} that brings about growth 

and development: 

i) Employment generation: Small business helps generate employment which brings about 

more equitable income distribution that leads to active competition, exploit niche markets 

(both internally and internationally} that enhanced productivity and technical change, and 

through all of this stimulate economic development Okolie (2011:30}. Oghojafor, Okonji, 

Olayemi and Okolie (2011:30} and Onakoya et al. (2013:130} contend that small businesses 

enables them create more jobs than the big businesses. To demonstrate this effect, they 

add that in USA, small businesses created 75% of the new jobs and accounted for over 40% 

of GDP. Equally, about 80% of Americans find their jobs in Small businesses. This mean that 

many unemployed youths, retired men and women, school drop outs and unemployed 

graduates are now gainfully employed in this sector thereby reducing their rate of seeking 

for job and crime in our society. 

ii) Basic needs and marginalized groups: The small business sector plays a crucial role in 

people's efforts to meet basic needs and help marginalized groups - like female heads of 

households, disabled people and rural families Ogechukwu (2011:35}. These people now 

engage themselves in variety of businesses to support their families. With the rate of global 

changes, they introduce high quality goods and services to transform their lives. Besides, it 

is through people's involvement with different businesses that many different goods and 

services will emerge. 
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iii) Progress in micro -and-small business segments: Experience has shown that in the 

past black people have been able to make far greater progress in the micro- and small

enterprise segments of the economy than in medium-sized and larger enterprises 

Ogechukwu (2011:35) and Mahembe (2011:16). Thus, the SMME sector has - all its 

impediments notwithstanding - proven to be a highly significant vehicle for black economic 

empowerment Ogechukwu (2011:35) and Mahembe (2011:16). 

iv) To promote growth and development: SM Es helps to promote the development of 

indigenous manpower as well as increasing local participation in the manufacturing sector 

Mahembe (2011:16). This is an example of what Urban and Naidoo (2012:149) and Olise et 

al. (2014:164) said regarding South Africa that government and business owners have 

attempted to promote growth by encouraging local production of manufactured goods, 

which were previously imported. They further stated that the South African manufacturing 

industry has been plagued by protectionist policies, weak competition policy, and low levels 

of foreign investment, uncompetitive practices and state ownership all of which have 

reduced the ability of South African manufacturing firms to compete efficiently Urban and 

Naidoo (2012:149). From the above description, it is obvious that there has been a positive 

impact manufacturing firms has brought about in South Africa. It has helped reduced the 

importation of goods as well as help create jobs for the citizens. An example will be the auto 

industries which employ a lot of unskilled workers. This has enabled business owners to 

compete with the global world . Nevertheless, the promotion of growth and development of 

SMEs cannot be under estimated because of the economic contribution of the new 

ventures. Ekanem (2006:52) and Onakoya et al. (2013:130) summarizes the importance of 

this to include ensuring rapid development, increased utilization of local resources and 

provision of a training ground for indigenous manager and semi-skilled workers, reduction 

of the rural-urban drift, development of indigenous technology and raising the living 

standard of rural dwellers and so on. To this effect many of the citizens including the 

immigrants have achieved gainfully the importance SM Es has brought to the country. 

Finally, the importance SMEs has played in many countries of the world cannot be 

underestimated. Many researchers have contributed their many ideas to this effect like 
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Onakoya et al. (2013:130), Mahembe (2011:16), Alasadi and Abdelrahim (2008:50), Abar 

and Quartey (2010:10) and Ekanem (2006:52) who also add that: 

v) SM Es helped in the balance of payment position of countries 

vi) It reduces over dependence on inputs relatives to their capital investment. 

2.4.4 Characteristics of small scale businesses 

Not every small business eventually grows to the size of a large corporation. Some 

businesses are ideally suited to operate on a small scale for years, often serving a local 

community and generating just enough profit to take care of the owners. While some have 

the intention to grow into a big business. Small scale business displayed a distinct set of 

identifying characteristics that set them apart from their larger competitors and are 

synonymous to every developed and developing countries. In the White Paper on National 

Strategy for the Development and Promotion of Small Business in South Africa (1995:9), the 

characteristics of small scale businesses that were identified were as follows: 

i) Revenue and profitability 

The revenue for small scale businesses is generally lower than companies that operate on a 

larger scale. The Small Business Administration classifies small businesses as companies that 

bring in less than a specific amount of revenue, depending on the business type. The 

maximum revenue allowance for the small business designation is set at $21.5 million per 

year for service businesses. Lower revenue does not necessarily translate into lower 

profitability White Paper on National Strategy for the Development and Promotion of Small 

Business in South Africa (1995 :9). It is to this that many small businesses focus their goals 

that there is need for every opened business to yield profit. 

ii) Employees 

The small-scale businesses employ smaller teams of employees than companies that 

operate on large scales. The smallest businesses are run entirely by single individuals or 

small teams. A larger small scale business can often employ fewer than one hundred 

employees, depending on the business type. 
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iii) Market area 

Small scale businesses serve a much smaller area than corporations or larger private 

businesses. The smallest sca le businesses serve single communities, such as a convenience 

store in a rural township. Many of these small businesses operate around their locality and 

for reasons to make a living. 

iv) Ownership and taxes 

Small scale businesses prefer to organize as sole proprietorships, partnerships or limited 

liability companies. These forms of organisation provide the greatest degree of managerial 

control for company owners, while minimizing the hassle and expenses of business 

registration. These businesses do not generally file their own taxes; instead, company 

owners report business income and expenses on their personal tax returns. Many SMEs do 

not literally pay tax rather they pay little fee for operation. 

v) Locations 

Small scale business can be found only in a limited area. They are not likely to have sales 

outlets in multiple states or countries, for example, a large number of small scale businesses 

operate from a single office, retail store or service outlet while small business operate for 

the purpose of making little profit to make a living. 

2.5 SECTION 4: THE CULTURE OF SMEs, CONCEPTS, CHALLENGES, SUCCESS 

AND INTENTIONS OF STARTING A BUSINESS. 

2.5.1 The Culture of SMEs 

2.5.1.1 The culture components of small and medium business 

It is believed that culture plays a significant role in every business. The researcher believed 

that the culture or behaviour of a small business owner can lead to some of the ways the 

business owner's act. According to Al-Mohammad, Akroush and Odetallah (2014:795), 

culture is the pattern of shared values and beliefs that help individual understand 

functioning and, thus provide the norms for behaviour in organisation. It follows from the 

fact that culture is the process through which people who share workplace together are 

able to express themselves with one another. They have the same working goals and 
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objective and therefore they are able to relate freely with each other. Thus, culture in the 

workplace influences the behaviour of the people making the have an impact on their 

productivity. 

Lee and Peterson {2000:403) indicate that culture gives rise to entrepreneurial potentia l. 

They further postulate that it is culture that serve as the conductor, and the entrepreneur as 

the catalyst (to entrepreneurship). That is to say, individuals who are motivated by factors 

such as financial rewards, achievement, social, career, and individual fulfillment, for these 

conditions or motives to cultivate supports and encouragement acquires good 

entrepreneurial activity. This indicates that an entrepreneur or a small business owner is 

been driven by a lot of motivation in and around the workplace such as social and financial 

rewards. This motivation can enhance an individual participation in a small business. 

Again, Harris {2004:556) adds that culture is a distinctly human capacity for adapting to 

circumstances, and then being able to transmit this knowledge and experience to 

subsequent generations. Culture serves as a driver through which individuals are able to act 

or perform at different situations. It gives a particular people a sense of who they are, of 

belonging, or how they should behave, and of what they should be doing (Harris, 2004:556). 

This means that with culture, people are able to discover who they are and what they are 

capable of doing at a particular point in time. It is this ability that drives them into starting 

and running a small-scale business. People are able to adapt in every situation they find 

themselves because they are able to understand the environment in which they are living 

and try to adjust their work desires to suit their particular need. However, culture impacts 

behaviour, morale and performance. It influences perceptions and attitudes, values and 

actions (Harris, 2000:557). The drive for a person to run a small business arises from the 

perceptions and attitude they built over the period of time. With this attitude, they are able 

to start their business and try as much as possible to channel their energy into satisfying 

their customer needs while working hard to sustain it. 

2.5.1.2 The Concept of Culture 

Many researchers have defined the word culture according to their knowledge, language, 

values and many other frames of reference (Hofstede, 2015:546 and Harris, 2000:557). 

Harris (2000:557) argued that culture is the unique lifestyle of a particular group of people 
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at a point in time and place. This unique lifestyle of people can be observed to be people 

who have lived in a community for a long time, having the same belief and opinion about 

things that happen in their environments. Looking at this definition from a business 

perspective, a culture can be said to be a group of individuals coming from the same region, 

country or even having the same business mind set and behaving in a similar way. 

According to Harris (2000:557), culture is that complex whole which includes knowledge, 

belief, art, morals, law, customs, traditions, and other capabilities or habits acquired by a 

member of a society. For example, in South Africa, specifically in Gauteng province, there 

are many small and medium businesses owned and controlled by both the immigrants and 

indigenous people. These people are believed to belong to different groups, communit ies 

and societies where they acquire information or seek help that enable them run their 

business. In this way, they are able to share their beliefs, make a guiding law and assist one 

another with their different needs. In a similar way, Uzkurt, Kumar, Kimzan and Eminoglu 

(2013:96) and Chand and Lin (2007:439) also contend that culture is a critical factor for 

firm's continued operations, since it drives the organisation and its actions. This leads us to 

believe that culture occurs all through the life cycle in a business. It is a guiding process that 

enables business owners to carry out their business activities which leads to desired 

business objectives. 

Seemingly, Hofstede {2015:546) contend that culture is an evolved capacity for adaptation 

at group level. It can ensure both rapid changes and sustained stability. In totality, it is a 

system of shared values, rules, norms and institutions, most of them unconscious and 

unwritten, socially transmitted, regulating the social life of groups Hofstede (2015:546). 

From the above definition, it indicates that people living together in one community; aspire 

to have a common target or even a way of life. It is this way of life that they bear in mind 

while operating in various capacities. Kanungo {2006:28) maintained that culture is the key 

to people's way of living, accepting changes and doing business is rapidly losing geographical 

borders. This infers that as the people around you are changing, it will definitely affect the 

other people's way of life. In that way all others will be able to adapt to any changes that 

takes place in and around them. In the organisation or business sector for instance, the 
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leader or management will continually change their work procedures to suit the business or 

work environment so as to achieve the goals at which they are established. Therefore, there 

is need that employees should also accept any form of decision or policy and channel their 

energy towards achieving the goals of their industry. 

There is evidence that culture is the sum of the main assumptions which are adopted by 

employees of the organisation {Martins & Terblanche, 2003:65). These assumptions worked 

well in the organisations' past, spread among people via human interaction and are adopted 

and considered valid in the whole organisation. This justifies the relationship that culture 

brings to the business environment that is, it tend make the individuals adapt to the 

situations that has previously occurred by other employees or business owners. They try to 

modify this experience in such a way that it will suit the current business activities. 

Nevertheless, Martins and Terblanche {2003:65) consequently maintained that business 

culture is ultimately important because it is an important driver of critical outcomes of a 

business' functioning, such as innovation, productivity, and financial performance. The 

importance of culture is that the members of the business sectors can find solutions to their 

problem about internal integration, adaption to environment, and coordination through 

shared cultural values {Blackwell, 2006:28). This proves that as many different people or 

individual exist in the business place, they help to provide solutions to problems that are 

familiar within their context. 

In the light of this, Tran {2008:290) adds that culture embodies the values, norms, 

languages, and routines inherent in learning. Culture also focuses attention on the group to 

reinforce the conceptualization of organisational learning as a collective effort rather than a 

composite of individual contributions. To establish the conceptualization process on culture, 

people who work in the same environment should be able to learn from one another. They 

should be able to share ideas together and as a result strive for a common goal. It is this 

togetherness that brings about the fulfillment of the work target. However, many of these 

changes can be as a result of continues learning that have been provided by the 

management or the business owners for their employees in order for them to quickly 

familiarise themselves in their environment. This is as a result of adapting to the 

environmental culture. Supporting this is Tran {2008:291) who argued that organisation's 
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ability to learn is based on the assumptions it makes about itself, its environment, and the 

myriad relationships that comprises in its context. Thus, there are three levels at which 

learning can occur within the business or work sectors such as: reflexive, bounded and 

critical. 

i) Reflexive 

It is assumed that learning in this instanced is a behavioural response to stimuli that involves 

no understanding of causal relationships (Tran, 2008:291). The learning at this level does not 

search for any cause-effect relationship rather they only focus on what brings about positive 

impact to their environment and business at large. The problem with this type of learning is 

that they are protected by monopoly power, government protectionism, or low-customer 

bargaining power (Tran, 2008:291). That is to say with this type of learning, the business 

owners or even the management do not focus their actions on the environmental impact, 

rather they only do what they believed will lead the company into success thereby satisfying 

the needs of their external members. In addition, they also do not have the power to 

change or influence the power of prices of any product in the market. They create their 

changes internally and dish out these products or services into the market for control. 

ii) Bounded 

Bounded learning is referred to as a single-loop or adaptive learning (Tran, 2008:291). Here, 

the business owner or management makes assumptions about their environment and the 

good of their business. They try as much as possible to develop know-what and know-how 

skills from their existing knowledge and capabilities sets. This proves the fact that as 

business owners and management carry out their activities using their own internal 

strengths and existing knowledge to provide the need of their customers. This can only be 

effective, when there is a good relationship between them and their customers. However, 

Tran (2008:291) also add that with their existing assets and capabilities, they are able to 

focus on incremental, component or sustaining innovation to deepen their knowledge base 

and better serve their customers. From Tran (2008:291) point of view, it can be seen that 

small business owners or management uses their own based resources to cater for the 

needs of their customers. 
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iii) Critical 

Critical learning focuses on understanding the reason why something happens. Tran 

(2008:291) add that in this process, they also probe their beliefs, decisions, actions, systems 

and structures to distinguish between the concepts that will continue to work and those 

that need to be changed or eliminated to meet the next challenge. This means that in the 

quest for business owners or management to provide for their customers, they monitor all 

the different aspects they use in order to see those ones that works and those ones that did 

not and try to make adaptive changes towards them. Thus with critical learners, their 

creative ways are driven by the demands of the changing environment and their developing 

understanding of the context (Tran, 2008:291). Therefore, critical learning encourages the 

individual business owners to utilize their critical thinking to provide new services or 

products for their customers. 

2.5.1.3 Cultural dimensions for Business Performance 

In this study, it is observed that the cultural backgrounds for business performances and 

small businesses play a significant role in defining the need for a business owner to start a 

business. The researcher highlights that with the cultures of people around a particular 

region or environments, intending business owners and existing ones can be able to run, 

operate and account for their business successfully. In the work of Hofstede (2010:6), 

culture is viewed as the collective programming of the mind that distinguishes the members 

of one group or category of people from others. This infers that culture enables people to 

identify themselves, to know who they are and where they belong. It is only when one is 

able to know their environment and its needs they are able to start their business. In 

support of this, Kanungo, (2006:24) add that organisations are dependent on the effective 

interaction with its environment for existence and survival. This dependency includes the 

relationship between the organisational cultures and the cultural values. To this effect, we 

can say that the cultural environment in which an organisation or business operate has so 

much impact on the success of the business. However, to understand this cultural 

difference, Hofstede (2001:146) cultural dimensions will be discussed to highlight the 

impact it has on starting a business. 
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Hur, Kang and Kim (2015 :490}, Khlif and Chalmer (2015:9), Darley and Blankson (2008:377) 

and Hofstede (2001:147) in their work identify five dimensions of national culture, namely; 

individualism, power distance, uncertainty avoidance, masculinity, and long-term 

orientation. 

Figure 2.10: Hofstede's dimensions of national culture 

Source: (Adapted from Hur et al., 2015:490) 

1. Uncertainty avoidance 

This is the extent to which people tolerate uncertainty and ambiguity in one country. A high 

uncertainty avoidance ranking implies that people in a country do not tolerate the high 

degree of uncertainty and prefer more law institutions and regulations to reduce ambiguity 

Khlif (2016:548), Khlif and Chalmer (2015:9) and Darley and Blankson (2008:378). This 

means that business owners or even management officials tend to tolerate one another in 

any situation they find themselves except in the high incidence cases where people are 

being threatened like in the case where xenophobic violence takes place. People will require 

the assistance of the government to help protect the people that are being affected by any 

violence. Thus, it is always necessary for intending business owners to avoid a high 

incidence area when starting a business. 
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1. Power distance 

Power distance refers to the degree of equality or inequality between people in a country. 

That is the degree of inequalities of power and wealth prevailing in a country (Khlif, 

2016:547; Khlif and Chalmer, 2015:9; Darley and Blankson, 2008:377). This means that in 

the workplace for example, people sometimes feel there is an unequal treatment of one 

another in their place of work. In the situation where this occurs, the individual tend to 

leave every activity in the hands of the management for them to decide. However, where 

equality occurs, due processes are always followed for example, in the work environment or 

business arena, the workers are been given certain rights for them to sometimes decide on 

what needs to be done and as such they are able to bear all the risk that arise from that 

situation. 

2. Individualism-collectivism 

This refers to the degree to which a country supports individual or collective achievements. 

A high score of individualism implies that individual rights are dominant in one country Khlif 

(2016:547), Khlif and Chalmer (2015:9) and Darley and Blankson (2008:377). This means that 

in the workplace where the people are been allowed to dish out rules, the business owner 

or even the management always encouraged them to make effective work decision that will 

benefit every member of the business. On the other hand, where the managers are given 

high degree of individual interest, they sometimes focus on their own personal interest not 

minding the interest of other members of the business sectors. 

3. Masculinity-femininity 

Masculinity refers to the importance of sex (men versus women) in allocating social roles. A 

low masculinity score indicates that one country attribute more importance to relationships, 

modesty, caring for the weak and quality of life (Khlif, 2016:547), (Khlif & Chalmer, 2015 :9) 

and (Darley & Blankson, 2008:378). This infers that in a work place environment or business 

sector where the men are allowed to issue out duties, decisions and actions, there is a high 

rate of masculinity in that business environment. However, in every workplace sector, there 

is need that equal balance should be given between the men and women in terms of taking 

decisions that will benefit the organisation. 
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4. Long-term orientation 

Long-term orientation refers to time dimension of decisions for one person. High long-term 

orientation ranking implies that people in one country want to establish good relationships 

with other stakeholders as a way to preserve strong ties with them in the fu ture (Khlif, 

2016:548), (Khlif & Chalmer, 2015:9) and (Darley & Blankson, 2008:378). This means that in 

the business sector, having a good communication brings about lasting relationship that 

helps sustain the business. If the individual are able to relate with one another, they will be 

able to obtain different ideas from other business owners in that way, they are building up 

good and lasting relationship among each other that can also benefit them in the long run. 

2.5.2 SM Es intention and success towards starting a business 

Small and medium business intention is discussed below to highlight what the concept 

entails. That is to say the small business owner's intention to pursue a certa in business 

opportunity that is used to explore and offer products and services. 

2.5.2.1 Understanding business intention 

Understanding the intention to start up a business is important when predicting ones' 

behaviou r. Gerba (2012:260) claim that intentions are crucial predictor of subsequent 

planned behaviour. In the light of this, Nabi and Linan (2010:328) established that 

entrepreneurial intentions can generally be seen as a conscious awareness and conviction 

by an individual that they intend to set up a new business venture and plan to do so in the 

future . Meaning that people tend to start up a new business when they have fully planned 

on the type of business they intend to embark. Other researchers such as Pruett, Shinnar, 

Toney, Llopis and Fox (2009:572) and Krueger, Reilly and Casrund (2000:412) state that 

intentions are important aspects of studying entrepreneurial phenomenon before they 

occur. The reason been that the decision one takes to become an entrepreneur or business 

owner may be plausibly considered as voluntary and conscious. This implies that people 

decide to start a busineess because of their personal choice. They get themselves engaged 

with small businesses for the simple reason they want to become self-employed. In support 

of this, Gerba (2012:261) maintain that small business intention reflects the state of mind 

that initiates people to opt in favour of self-employment rather than choosing traditional 
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salary based employment. This may be inferred from the fact that people decide to start a 

business because they want to become their own boss. As such they start up a business 

simply because of the passion and desire they have to become the owner of the business. 

However, entrepreneurial intentions are often studied with the use of intention models. The 

intention models offer a coherent parsimonious and robust framework for pursuing a better 

understanding of entrepreneurial process (Gerba, 2012:261). Thus, to better understand the 

firm-creation phenomenon and stage, three major framework have been develop in the 

specialized way (Gerba, 2012:261 and Touzani, Jlassi, Maalaoui & Hassine, 2015:162), 

Ajzen's (2006 and 2008) theory of planned behaviour (TPB), Shapero and Sokol 's (1982) 

theory of the entrepreneurial event (EEM) and framework of Shapero (1975) in Nabi and 

Linan (2010:328). 

The theory of Ajzen (2006 and 2008) is a well-recognized theory in psychology that seeks to 

predict and explain human behaviour Thoradeniya, Lee, Tan and Ferreira (2015 :1104). The 

theory (TPB) is based on the core premise that human beings make systematic use of 

information to achieve a reasonable behavioural decision and it links people's behavioural 

intentions to perform their actions. This follows from the fact that a person behaves in a 

certain way for various reasons and with the situation on ground, one can also be driven by 

the circumstances surrounded at that point in time. Again, in the Ajzen (2006 and 2008) 

theory, the actions are preceded by conscious decisions to act in a certain way. These 

intentions were the result of attitudes formulated through life experiences, personal 

characteristics and perceptions drawn from these prior experiences. This follows from the 

fact that people who start a business have the desire even before the actual process occurs. 

They are able to face every challenges that results from business start-up because they have 

first conceived their intention to start-up a business. In a nutshell, Ajzen (2006 and 2008) 

TPB focus on predicting consumers' intention and behaviour by identifying three belief 

categories such as behavioural, normative and control beliefs. Ajzen's (2006 and 2008) 

theory of planned behavior can be illustrated as follows: 
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Figure 2.11: Theory of planned behaviour 

the behaviour 

Source: (Yuzhanin & Fisher, 2016:136) 

From the figure, there are three main determinants of intention to act which according to 

Krueger et al. (2000:412), Thoradeniya et al., (2015 :1104) and Gerba (2012:261) includes: 

Attitude towards the behavior can be seen as (the degree to which a person has a 

favourable or unfavourable evaluation or appraisal of the behavior in question). The 

emphasis on this is that people desire to start-up a business because of one reason or 

another. It can sometimes be perceived as a good thing or even a bad one. It is their desire 

that leads them towards the type of business they need to start. 

Subjective norm is seen as (the perceived easiness or difficulty of performing behavior). This 

means that a person can start a business because of what they assume the other person 

thinks of them. That is to say, someone may decide to start his or her own business they 

think that the other person may or may not approve of it. The problem with th is type of 

behaviour is that it may not really represent the opinion the other person has towards 

another. As in subjective view, people tend to start a business because the perception they 

have that the other person may or may not approve of it. 

Perceived behavioural control (the perceive easiness or difficulty of performing the 

behavior) . Here, it is believed that a person's behaviour towards a particular role or business 
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do not necessary mean that the person will start the business. It might only be an intention 

that he or she likes the business but not necessarily that they will start the business. 

However, if such a person has a weak personality, it may lead towards the actually staring 

the business. 

The intention captures all the motivational factors of the preceding constructs (Ajzen, 2006 

and 2008). Thus, behavioural intention is a person's motivation to perform the behaviour. 

That is to say, when a person desires to start a business, it is that persons desire that he or 

she wants to start the business. 

Behaviour is the last element on the TPB model which states that a person desires to start a 

business if there is a conceived desired to start the business. Here the need and desire is 

what drives a person towards starting a business of their choice. 

From the above determinants, one's attitude has a role to play towards intention to start a 

business as well as the perceived behaviour which is also compatible with the self-efficacy. 

Self-efficacy leads to positive behaviour of an individual in having an intention to start a 

business. 

The second theory is that of Shapero and Sokol's (1982) in Nabi and Linan (2010:328). This 

model attempts to identify key factors leading to "entrepreneurial events" Touzani et al. 

(2015:163). Shapero and Sokol (1982) in Nabi and Linan (2010:328) explain that the business 

owner or entrepreneurial decision depends on three major elements: displacement event, 

perceived desirability and perceived feasibility (Krueger et al., 2000:412). That is to say, the 

need for a person to start a business depends on the events that is happening or that has 

happened around the person. In the events of positive reasons, it can be seen as reaching a 

financial agreement, finding associates, inheriting a patrimony or finding key customers 

(Touzani et al., 2015:162). However, there can also be negative reasons that can also 

influence one to start-up a business such as unemployment, job loss or lack of work after 

prison release (Touzani et al., 2015:162). From these reasons indicators, one overcome all 

these aspects and decides to stand firm towards starting their business. Shapero and Sokol's 

(1982) in Nabi and Linan (2010:328) model can be illustrated below as: 
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Figure 2.12: Entrepreneurial event model 

Perceived desirability 

Perceived feasibility 

Entrepreneurial 

experience ~~~~--~J 

Source: (Own source) 

Entrepreneurial intentions 

- -- -- =-- -=-- - ------ -

Perceived desirability is the degree to which one finds the prospect of starting a business to 

be attractive; in essence, it reflects one's affect towards entrepreneurship (Krueger et al., 

2000:412). This follows from the fact that an opportunity to start a business may emerge 

from the environment or surrounding that a person find themselves. 

Perceived feasibility refers to the level or degree of personal competence to start a business 

as felt by the person (Krueger et al., 2000:412). This also means that a person may start a 

business because he or she believed that they can be able to do so and as such have the 

requirement to start the business. 

Previous experience and a general sense of self-confidence in one's skills and abilities to 

successfully execute tasks have been found to relate to this belief; it is self-efficacy that has 

repeatedly been identified as the critical antecedent variable to subjects' feasibility 

perceptions (Krueger et al., 2000:413). In the context of this, having a previous experience in 

running a business can also enhance the ability for a person to start a business. This can be 

seen as self-efficacy which is the ability for an individual to behave in a way that he or she 

can successfully run a business. That is to say, when a person shows a sense that he or she is 

matured enough to handle the affairs of the business. 
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The third model is a framework of Shapero (1975) in Nabi and Linan (2010:328). This model 

considers that entrepreneurs or business owner's intention to create a business results from 

four major groups of factors: Economic factor, Psychological factors, Sociological factors and 

Contextual factors (Touzani et al., 2015:163). This model can be illustrated below as: 

Figure 2.13: Framework of Shapero (1975) 

Source: (Own source) 

From the figure above, the four factors will be discussed below: 

Economic factor, contributes to entrepreneurship when resources are available (Touzani et 

al., 2015:162). Such resources can be seen as having two forms of levels; micro and macro 

levels. At the micro economic level, it may be seen as the presence of skills, firm creation, 

and marketing, administration, law and many more Acs and Varga (2005:323). While at 

macro-economic level, incentive system, development policies, infrastructures and many 

more may also facilitate the firms-creation process Henisz and Zeiner (2005:362). 

Psychological factors, refers to an entrepreneur that is innovative, risk-taking, persevering 

and self-sufficient in nature (Markman, Baron & Balkin, 2005:3). Here entrepreneurs are 

believed to have unique attitude and needs, high motivation, an internal locus of control, 
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being creative and emotional intelligence (Bulut & Sayin, 2010:559 and Zampetakis, 

Kafetsios, Bouranta, Dewett & Moustakis, 2008:596). 

Sociological factors include the individual's relatives, friends and peer groups, organisational 

environment, local environment and professional milieu (Touzani et al., 2015:163). 

Individuals' sociological personal history is strongly conditioned by these social institutions 

that play a major role in explaining entrepreneurship (Touzani et al., 2015:163). Additional 

sociological variables may also be relevant: birth order, role models, immigrant status and 

networking skills (Morris, 2002). 

Contextual factors relate to the situation and depend on whether the environment is 

favorable or unfavourable, and made up of opportunities or threats to the entrepreneurial 

act (Luthje & Franke, 2003:136). These factors many both operate at local, regional or 

national levels and can either be formal or informal (Salimath & Cullen, 2010:358). 

2.5.3 Conceptual issues in choosing a model 

When considering using one model in a research study, important differences may arise. It is 

necessary to understand the model that best suits the subject at hand. The theory of 

planned behaviour, the model of entrepreneurial event by Krueger et al. (2000:413) and the 

framework of Shapero (1975) in Nabi and Linan (2010:328) indicate that there is a high level 

of mutual compatibility and that attitude in the theory of planned behaviour which include 

the notion of perceived desirability in the business event model; that feasibility overlaps 

with perceived behavioural control. In the model of entrepreneurial even by Krueger et al. 

(2000:413), it is argued that exogenous or demographic variables operates indirectly on 

intentions to start a business whereas other researchers emphasised the need to 

incorporate other variables such as gender, work experience, parental role models and 

personality traits enhance the understanding of entrepreneurial intention (Gelderen, Brand, 

Praag, Bodewes, Poutsma, & Gils 2008:539). Finally, in the framework for Shapero's model 

(1975) in Nabi and Linan (2010:328), it is less parsimonios but more exhaustive. Having 

never been explicitly tested, because of its broad character and large number of important 

factors, it seems better suited to being an initial framework for an exploratory research 

study (Touzani et al., 2015:164). 
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For the purpose of this study, the following model of entrepreneurial intention was used. 

Figure 2.14: Model of entrepreneurial intention 

Entrepreneurial 

A model of entrepreneurial intention (own compilation adapted from Yuzhanin & Fisher, 

2016:136) 

The figure shows that the individual or the organisation has an influence on specific 

entrepreneurial experience, desirability and behaviour to act. It is from these experiences 

that the individual or organisation is able to decide their intentions to start a small business 

or even enhance the existing ones. People desire to start a business because of the 

opportunity they see around them. This has made them behave in a way that brings about 

the confident that the goals and the needs of their customers will be achieved. However, if 

one is able to identify the needs to engage in SMEs, there is need that the entrepreneurial 

intention will be achieved. 

2.5.4 The success of a small business 

Success is broadly defined as that accomplishment of one's goals (Kirkwood, 2016:594). It is 

also referred to as being involved in the attainment of wealth and prestige, fame, position, 

social status, or honors. This means that success is when someone is able to acquire the goal 

they set for themselves. From the business perspective, success has been measures in terms 

of financial success; typically sales or profit (Kirkwood, 2016:594). The business owner sees 
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success as a way of increase in regular sales. They believe that success arises when one is 

able to discharge all the products or services available to them. 

Hazen, Huscroft, Hall, Weigel and Hanna (2014:203) identified several success theories that 

can aid a business owner into running their business successfully such as: system qual ity, 

information quality, and service quality, intention to use/use, user satisfaction and net 

benefits. These can be illustrated as follows: 

Figure 2.15: Success Theory 

Source: Hazen et al., (2014:203) 

From the figure above, there are six factors that positively impacts on the success of small 

businesses Blasini and Leist (2013:485). These include: 

1. System quality: The system quality refers to the availability, reliability, adaptability 

and usability that support the entire performance process (Hazen et al., 2014:204). Business 

owners need to effectively check that their systems are in order and that they are reliable 

for business to be successful. 

2. Service quality: This measures the overall user support that enables business 

activities to take place within the context of the business. 
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3. Information quality: With information, business owners are able to acquire ideas on 

what need to be satisfied and how it has to be done. 

4. Use (intention to use) : This is as a result of satisfying the customer needs and then 

readjusts those processes to suit future demand. 

5. User satisfaction: This process enables the business owner to identify those products 

or services that satisfies the customer needs. 

2.6 SECTION S:CONCEPTUAL FRAMEWORK FOR THE STUDY 

The conceptual framework for this study is graphically represented and discussed below. 

Figure 2.16: A schematic diagram of the conceptual framework for the study 

Source: Own Source 
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2.6.1 Socio-Demographic profile 

i) Age 

According to Radipere (2012:173), age is the interaction between the need to start and 

operate a business, which tends to reduce with age. This implies that age plays a vital role 

towards the need for someone to start a business. Leading us to believe that running and 

operating a business works along with the level of one's maturity as it will go a long way 

towards ensuring that decision making, plans and the level of risks are well taken care of. 

People can run and start a business at any time in their lives, when they feel the urge to 

engage in one form of trade or another to make a living. Seemingly, Herrington and Kew 

(2015 :32) in GEM Global Report (2015) contend that most people that start and run a 

business actively are around the ages of 25 to 34. The reasons as to why most people 

around that age engage in SM Es are identified as follows : 

• The individual may have developed enough competence to manage a new business 

through work experience. 

• The individual may have accumulated other resources, such as relevant networks, 

personal savings, or access to financial resources. 

• They may have recognized opportunities related to their experiences or may have 

decided to work independently after having been employed. 

• They are less established in a career that may offer higher salaries or positions, or 

they may have fewer personal financial obligations, such as major loans and families 

to support. In otherwords, they may have less to lose when compare to their older 

counterparts. 

From the above, it could be deduced that the age of a person has so much role to play in 

starting and running a business. One needs to be able to handle business activities 

independently without seeking opinion of others. They need to competently be able to take 

effective decisions, manage and control their business activities. 

Equally, in South Africa, Herrington and Kew (2015:5) in GEM Global Report (2015) point out 

that the aged between 25 and 44 years are the most active entrepreneurially, accounting 
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for between 50% and 60% of all early-stage activity. This implies that the people between 

this age are mostly involve with own business making it the most actively involved in the 

economy development in the country. On the contrary, the percentage of 18 to 24 years old 

in South African involved in early-stage entrepreneurial activity is considerably lower than 

the average for Africa, as well as lower than the average for efficiency-driven economies, 

which at 13% is double the South African figure Herrington and Kew (2015:33) in Gem 

Global Report (2015). Again, this implies that people between the ages of 18 to 24 do not 

necessarily participate in SMEs activities. They hardly understand the business world and 

mainly under the responsibility of an adult. Considering the necessary age to run a business, 

an important factor is that these persons may have accumulated other resources such as 

networks, personal savings and access to other financial resources during their life. 

Although there is difficulty in accessing finances that will be used to sustain the business. 

Young people are more vulnerable to this limitation as they often have no credit history or 

assets to serve as collateral in order to secure loans from financial institutions. 

ii) Level of education 

The level of education can positively or negatively influence a person ability to start and run 

a business. It is these influence that drives people towards basic skills and knowledge of how 

to effectively manage and control people, resources and business. Soriano and 

Castrogiovanni (2012:336) posit that the influence of education on performance lies in the 

fact that knowledge gained enhances the managerial capacity to develop a superior 

business in general or an industry-specific strategy. With this knowledge, the activities of 

buying and selling and even services can become easier to understand and manage. This will 

bring about a positive intention towards running the business. In a similar way, Levie and 

Autio (2013) established that a person's education levels and prior entrepreneurial 

experience had a small but robust positive effect on growth intention. On the same note, 

Hisrich and Drnovsek (2002:172) also pointed out that managerial competencies (education, 

knowledge of the industry, start-up experience and managerial al experience) had a positive 

impact on the growth. It is this growth that will bring about development as well as people 

been able to compete globally. 
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Small and medium scale business owners require good and efficient training that will enable 

them to manage the sustainability of the business. They need to properly acquire consistent 

training in order to enhance the level of their business. It is to this that Herrington and Kew 

{2015:5) in GEM Global Report (2015} establishes that the ability of an entrepreneur to go 

from an idea to the commercialisation of a business based on this idea requires particular 

competencies (knowledge, experience and skills) which may be developed through formal 

education in grade school or university courses, informal methods like books or websites, or 

training programs offered by private or government sources. Such education is critical to the 

success and sustainability of any enterprise. With education, business owners will be able to 

acquire information on different skills they need such as information technology, ability to 

make effective decisions, ability to manage employees, to grow and operate their business 

and many more. Thus, Solomon, Fernald and Dennis (2003:26) add that it is apparent that 

any training or education program should educate the potential or current business owners 

on how to obtain capital and how to market the business. This leads us to believe that with 

education, existing and intending business owners will be able to run, develop and sustain 

their business in order to adapt to the competitive business environment. In addition, we 

can see that education influences the performances of an entrepreneur as the knowledge 

gained can enhance the managerial capacity to develop a superior business in general or an 

industry-specific strategy (West & Noel, 2009 and Soriano & Castrogiovanni, 2012:336}. 

Seemingly, with the knowledge gained, business owners can be able to utilize their 

resources in order to reduce cost as well as revenues. However, there are constraining 

factors that could hinder the education and training of a business owner from growing their 

businesses which according to Herrington and Kew (2015:47} in GEM Global Report (2015} 

includes the following: 

• Business owner training is absent due to little entrepreneurship-specific knowledge. 

• The general education levels are low and education systems are failing 

• There is a poor skills and training in areas relevant to business: financial literacy, 

maths, science, technology and e-commerce and 

• The lack of skills and training are particularly problematic in the rural areas 
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Gem Global Report (2015:33) maintained that the age for people to start a business goes 

along together with the skills and knowledge acquired through education, as well as through 

work experience, building their confidence in their own abilities. Hence if business owners 

are able to competently acquire basic skills and knowledge that will be used to run their 

business, they will be able to compete with various other businesses and beyond. It is 

reasonable to believe that a good quality education will have a positive influence on an 

individual' s sense of self-efficacy and self-confidence, thereby increasing the chances that 

perceptions of capabilities have a basis in reality. However, it may be inferred from 

Ucbasaran, Westhead and Wright (2004:430) that highly educated people are more likely to 

be "pulled" into entrepreneurship whereas low educated people may be obliged to start a 

business for survival necessity. Bohla, Verheul, Grilo and Thurik (2006) further add that 

there are two kinds of entrepreneur pull and push. With "pull" entrepreneurs they are more 

likely to detect business opportunities than their "push" counterparts while the "push" 

entrepreneur may imply that their decision to start a business is taken by comparing the 

differences of expected earnings between the two employment statuses contrary. To this 

juncture, it could be seen that these two factors drive individuals into starting a business. 

This factor is what compels people to engage themselves with various forms of business 

activities. 

iii) Business location 

Business location is seen as the area where a business is situated that enables business 

transaction to take place. It can be obtained either rented or owned by the business 

operator. People chose a business location of their choice where buying and selling is takes 

place. Mbonyane (2006:15) argued that a location may be chosen because of the availability 

of a vacant building, proximity to the owner's residence or low rent. In most cases, small 

business owners select or choose their business location because of cost availability. But 

they do not make a thorough analysis of the overall location's potential before embarking to 

establish their business. This implies that people who run their business can either rent the 

premises or are even the owners themselves. However, there is need for a business owner 

to consider whether the business offers a special product or service with little direct 

competition, and whether convenience is the key selling point in what the business offers to 
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customer before choosing to start the business in the desired location Monyane (2006:15). 

For the same reason, small business owners need to identify the type of business they want 

to embark upon before opting for a suitable location. In support of this, Mbonyane 

(2006:16) add that the choice of location is determined by the type of the business, 

proximity of the business to its customers, i.e. must customers travel to the business or 

must the business owner travel to its customers. Business owners need to consider the type 

of product or services it intends to render and be able to access the type of people residing 

in their chosen area before deciding to start the business. They do this in order to grow the 

business and adapt to the competitive business environment which should also be safe for 

customers to operate. 

iv) Gender 

There is no disparity as to the type of people who participate in SMEs. All gender 

irrespective of male or female participate in one form of business or another. Many small 

business owners are men dominated in that more men engage themselves more with 

different forms of business because of the nature of the business than the female. 

According to Herrington and Kew (2015:47) in GEM Global Report (2015) and Radipere 

(2012:188), the ratio of male to female participating in this early-stage entrepreneurial 

activity varies considerably across the total sample of GEM countries, reflecting differences 

in culture and customs regarding female participation in the economy, a consistent finding is 

that men are more likely to be involved in entrepreneurial activity. This implies that many 

men are generally involved with business activities irrespective of what culture they belong 

and the custom practiced. 

However, Karadeniz and Ozcam (2010:62), Chapelle (2012:30) and Bardasi, Blackden and 

Guzman (2007) acknowledged that women are a source of reserve growth and development 

for many developing countries. Women would increase the competitiveness of economies 

in the private sector and would create jobs in economies characterized by massive 

underemployment. This demonstrates that many at times it is women that generate 

employment that in essence benefits countries. Despite the role that is or could be played 

by women in the economy, it is established that, in many developed countries as in many 
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developing countries, the share of female entrepreneurship is often lower than that of men. 

South African is an exception . The data from the LFS (2005), Bardasi et al. (2007) and 

Chapelle (2012:40) show that the rate of men and women entrepreneurship are equal to 12 

percent unlike in Herrington, von Broembsen, Wood, Scheepers and Shay (2005) women are 

as likely as men to start a business. However, the employment status distributions of both 

genders are not homogeneous. 

On the other hand, Herrington and Kew (2015:34) in GEM Report and Radipere (2012:188) 

also add that men are consistently more likely than women to be involved in early-stage 

entrepreneurial activity. This means that men are generally early starters of small 

businesses than women and as such there is a tendency that there would be more men 

engaged in small business than women. However, it is believed that there is no particular 

data that indicates the propensity of men entrepreneurial participation to that of women. 

Conversely, Hart, Bonner and Levie (2012:18) in GEM Global Report (2012) indicates that in 

most high income countries, male are around twice as likely to be early-stage entrepreneurs 

as females, and this was the case for UK and Germany. Many studies maintain that women 

face gender difficulties in becoming entrepreneurial (Herrington & Kew, 201:34) in GEM 

Global Report (2015). These could be due to number of identified reasons such as: higer 

levels of domestic responsibility; lower levels of education (particularly in developing 

countries); lack of female role models in the business sector and many more. Therefore, the 

particularity of South Africa is that despite women's lower access to job, women do not 

conceive of or are not able to choose entrepreneurship as a way to escape from 

unemployment contrary to what probably can be observed in the rest of the African 

continent. Yet, those gender entrepreneurial rates hide strong significant racial and sectorial 

differences. Besides these, many studied maintain that women face greater difficulties in 

becoming entrepreneurial. Such difficulties encountered by these women include: 

• Fewer business-orientated networks in their communities 

• Lack of capital and assets 

• Lower status in society and 
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• A culturally-induced lack of assertiveness and confidence in their ability to succeed 

in business. 

These factors according to Herrington and Kew (2015:35} in GEM Global Report (2015} may 

prevent women from participating fully in entrepreneurial opportunities and as such proper 

care needs to be focused on ways to solve the difficulties. 

iv) Nationality 

The word Nationality is seen as a sensitive issue as it tends to describe the identity of a 

person. It is through knowing a person nationality that one can be able to identify who a 

person is and where they come from. Every person irrespective of class and personality has 

a national. It is for each state to determine under its own law who are its nationals and then 

for people all over the world to be able to abide by the laws and powers of that state. 

According to Achiron (2005:9}, everyone has the right to a nationality. No one shall be 

arbitrarily deprived of his nationality nor denied the right to change his nationality. This 

implies that no one should deprive anyone from belonging to a nation, people has a right to 

belong to one national or another. It is to this that one is able to link a person to a particular 

nation where they have been given a right to by the nation. 

Nationality as the name implies a legal bond having as its basis a social fact of attachment, a 

genuine connection of existence, interest and sentiments, together with the existence of 

reciprocal rights and duties (Achiron, 2005:9}. This justifies the fact that the right for a 

person to a nationality is a bond that has been attached or giving to the person to be able to 

perform certain obligations and duties. Further to this, Achiron (2005:9} add that nationality 

is also the political and legal bond that links a person to a given State and binds him to it 

with ties of loyalty and fidelity, entitling him to diplomatic protection from the State. This 

demonstrates the ability that enables a person to be fully protected from the umbrella of a 

country. That is to say, ones a person is been identified by a particular nation, the right and 

privileged that guides the nation will all be given to them. 
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Moreover, the United Nations (2003:2) also see nationality as the legal relationsh ip between 

an individual and a State. It not only provides individuals with a sense of belonging and 

security, but also creates a legal link between the individual and her State. This leads us to 

believe that nationality accords an individual with the rights to acquire every benefit 

provided by a state. It does not matter in whatever circumstances, as long as people are 

entitled to the protection of their state. Since the study is focused on small businesses in 

Gauteng province, we may also view nationality as the right that provides an individual to 

carry on their identity even when resid ing in another country. This infers that many small 

business owners who travelled from different countries to reside in South Africa still carry 

on their identity even though they have been permitted to reside temporary or permanent 

as the case may be in the country. Nevertheless, every business owners requires the right to 

leave in the country of their choice. Those who lack the nationality of the State in which 

they reside are referred to as aliens. As aliens may incur a range of legal consequences 

which have practical and personal disadvantages (United Nations, 2003:3). The right of non

nationals to reside in the country of their choice is not absolute but conditional. Non

nationals may also have limited access to the full range of benefit the citizens have. They 

may be denied the right to vote and to exercise other aspects of the right to political 

participation. They may have limited access to public office or the judicial system. Their 

enjoyment of the rights to work, freedom of movement or the full range of education, 

health, housing and social security rights and benefits may be more limited than that of 

nationals. Which proves that in been an alien who is non-nationals, there are a lot of 

restriction that the person has that can even limit them from growing their business. People 

who conduct small businesses in Gauteng are faced with a lot of limitation from lack of 

obtaining loan from the financial institutions to lack of attending training programs. Despite 

been complied with all immigration requirement, with appropriate documentation, some of 

them are able to overcome many of these obstacles to grow their business. 

v) Nature of business 

People may be engaged in several activities in their day-to-day life in order to earn a 

livelihood. They get themselves involved with different activities in order to satisfy their 

needs or wants. Great ideas for new business ventures happen every day and everywhere as 
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people get interact. Some go far, while others never proceed. As great ideas are at the heart 

of development, they allow economies to grow and people lives improved. People find 

themselves involve in varieties of business because of one reason or another. People who 

set up their business show skills of entrepreneurship as they have: 

• An idea for a new business 

• Invested some of their own savings and capital 

• Accepted the responsibility of managing the business 

• Accept the possible risks of failure. 

INWU I 
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People who engage in this business do so in order to earn profit and as such they make 

effort for the business to grow. As this business is progressing, some of them increases their 

sales volume and grow in large sizes, employing quite a number of people. In this study, 

various types of businesses are used to describe the nature of business people are involved. 

Such businesses include: Retailer, service, wholesaler and manufacturer. 

a) Retailer: A retailer is a business that sells products and services to consumers for their 

personal or family use. It is the final business in distribution channels that link 

manufacturers with consumers. Mohamed and Ramakrishna (2009:187) says that retailers 

purchase goods in finished or almost finished condition; thus, those goods typically need 

little, if any, conversion before being sold to customers. 

Seemingly, lkechukwu and PoweiDaubry (2008:68) and Reynolds and Cuthbertson (2014:11) 

again add that retailing is one of any economy's most visible activities. It refers to the sale of 

goods or services from companies to individual end-consumers. This implies that goods or 

services are transferable from one end to another usually the producer to the end-users. 

Retailing occurs in different forms: from the very many small and independently-owned 

shops to multiple chain supermarkets, from large department stores to shopping centers, in 

markets, at consumers' homes through direct or distant selling via mail. 

In a similar note, Mohamed and Ramakrishna (2009:188), lkechukwu and PoweiDaubry 

(2008:68), Coughlan, Stern and EI-Ansary (2001) and Levy and Weitz (2001) add that 
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retailers purchase finished or almost finished goods and come in many forms including 

department stores, mass-merchandisers, hypermarkets, specialty stores, category killers, 

and convenience stores, franchises, buying clubs, warehouse clubs, catalogers, and on-line 

retailers. They add that it is a merchandise inventory that is a retailer's lifeblood. That is to 

say retailers are the final channel to which customers receive their goods or services. Thus 

the retailer's stock and sell finished goods to the end- users. 

b) Wholesale: Wholesalers act in their own right, or through brokers or agents, in 

conducting the sale of merchandise to retailers or other professional businesses (Reynolds & 

Cuthbertson, 2014:12). It centers on the procurement and distribution of raw materials, 

finished products and goods of all kinds. Demonstrating that wholesale businesses mediate 

between channels of distribution. Wholesalers position themselves as intermediaries 

between producers and producers. They have adapted to changing environment within its 

sector. This infers that activities of wholesale occur between one channels of distribution to 

another. Wholesalers buy in bulk and then sell to the retailers who then finally sell to the 

end users. Sometimes it could be that goods or services occur from the wholesalers to the 

end users which are the consumers. 

c) Manufacturer: According to Mohamed and Ramakrishna (2009:187), manufacturer is 

defined as any company that is engaged in a high degree conversion of raw material input 

into other tangible output. This entails that goods are produced in large quantity to the 

intermediaries involved in the channel of trade. Manufacturers typically use people and 

machines to convert raw material to output that has substance and can, if desired, be 

physically inspected. Manufacturing process takes place between two processes. One from 

the manufacturer to the end-users and the other from the manufacturers to the 

intermediaries. 

d) Services: A service is the transaction between one or two people where the part 

receiving the services has to offer payment in return for the services rendered. It occurs 

between intermediaries, either from the wholesaler to the retailer or from the wholesaler 

to the consumer or even the retailer to the consumer. According to Reynolds and 

Culthbertson (2014:11), services are the final process through which business take place. 
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Many small independent businesses owners provide services to the end-users such as a hair 

salon, hair barber, a tailor, and consultants and so on. 

2.6.2 Challenges of SMEs 

Despite this acknowledged importance and SMEs contribution to economic growth, SMEs 

across the globe and in South Africa still faced with numerous challenges that inhibit 

entrepreneurial growth. It is evident that small and medium businesses play an integral role 

in both developed and developing countries economy. Yet despite government 

commitments to growing and supporting the country's economy and its productive 

contribution to the individual's standard of living, SMEs still faces some constraints. Agwu 

and Emeti (2014:104), Aigbavboa and Thwala (2014:772), Khan {2014:39), Ademola et al. 

(2013 :58), Mahembe {2011:16), Abor and Quartey {2010:10), Soni (2005:1), Brink et al. 

(2003 :1) identified the following challenges faced by SMEs both in South Africa and globally 

as follows: 

a. Financial problems: Many SMEs across the world suffer lack of financial problems. It is 

not just the source of funds that made it a challenge but rather its accessibility. Reason has 

been that a difficult condition has been set aside by the financial institutions for many small 

businesses which make it difficult for them to access. Such cases are identified as: lack of 

adequate collateral, insufficient information of credit records and cost of accessing funds 

(Agwu & Emeti, 2014:104). From these factors, many small businesses neither are unable to 

access nor obtain a loan. For this reason, lhyembe (2000:22) claimed that the funding 

problem of SM Es is primarily due to the behaviour of banks and imperfection of the capital 

markets. Indicating that banks are the reasons many small businesses are unable to access 

fund. In spite of this, there has been many banking requirement or criteria small business 

owners need to meet in order for them to access loan. Once, these conditions or 

requirement are met, it is possible that loans or funding will be giving to the person . 

b. Management problems: Management problem may be as a result of lack of sufficient 

experience to manage the activities of a business. This may result from the fact that many 

business owners lack the ability to manage, control and plan the resources of their business 

in such a way that it can yield fruit. For one to successful run a small business, there is need 
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to have a proper management skill that will enable them to keep good record, maintain 

proper cash flows as well as become dedicated and commitment in their business. Agwu 

and Emeti (2014:105) in their view, expressed that the inefficiency in overall business 

management and poor record keeping is also a major feature of most SMEs and that 

technical problems or competence and lack of essential and required expertise in 

production, procurement, maintenance, marketing and finances have always led to funds 

misapplication, wrong and costly decision making. This proves that in every business, people 

often face challenges but how to effectively handle and manage the situation is what 

matters. To this effect there is need that many small businesses should have a managerial 

knowledge on how to effectively run their business. It is to this that McDowell, Harris and 

Geho (2015:1905) add that lack of managerial expertise is a deterrent to organisational 

success. They further define this lack of expertise as the liability of newness, which identifies 

four characteristics of younger organisations that make organisations more susceptible to 

failure, this include: i) Specific market knowledge during early years; (ii) issues within the 

internal structures of the organisation due to lack of experience; (iii) the lack of a network 

with others who may be able to facilitate the needs of the organisation; (iv) few ties with 

the firm's primary customer base. Therefore, business owners should focus attention on 

various methods and techniques needed to successfully manage and run their business. 

c. Socio-Cultural problems: Most SMEs are faced with socio-cultural problem in that 

they do not have the investment culture of ploughing back profits Agwu and Emeti 

(2014:105). This implies that SMEs owners should have the habit of giving back their profits 

into the business for it to grow. The attitude of a typical small business owner is to invest 

today and reap tomorrow. For example, in South Africa, many small business owners usually 

struggle to invest their profit. The reason could be too much family responsibility, too many 

bills and credit to pay will in most cases hinder them from effectively ploughing back their 

profit. Once this habit of credit is reduced many SM Es in South Africa and beyond will invest 

a lot. 

d. Economic problems: There are many factors that lead to economic problems such as: 

poor product quality as a result of poor resources, lack of modern marketing and 

management skills, failure to provide training programs, poor business location etc. An 
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example of a poor business location can be the inability for many business owners to 

manage their business in their environment. In South Africa for example, many business 

owners have to pay rental occupation for their business. They need to pay rates as well and 

municipality bills for occupying a place if they own the premises. With the high rents 

charged by shop owners on good locations, it has forced many small-scale business owners 

into the streets making it difficult for them to grow their business. Hence, one may 

experience difficulty in their business location as well as accessibility of a place. This 

condition is not only synonymous with the South African small business owners but SMEs in 

general. 

e. Multiple taxation: Taxing small businesses has become a great challenge to the 

business owners. The fact that many people run their business with little profit made from it 

has pose a challenge for them to ensure that their business is registered. In most cases, the 

tax agent often tax every proceeds made by the SMEs in their bid to generate revenue, but 

do not consider the net effect to household incomes and employment of the people. It is 

not that business owners should not pay tax but it should be according to the size of their 

business. 

f. Competition: 

Further to these challenges, Herrington and Kew (2015:7) in GEM Global Report (2015) add 

that in South Africa, there are critical challenges that need to be addressed that as well 

affect the performance of SMEs, for example, inefficient government bureaucracy. 

According to Herrington and Kew {2015 :7) in GEM Global Report (2015), it remains one of 

the major obstacles to entrepreneurial activity and business growth in the country. This 

implies that the government in South Africa is so adamant in supporting its citizen towards 

participating in SMEs activities and as such it has affected the performance of business 

activities. Other aspects on the challenges of SMEs which is included in the questionnaire 

arise from small and medium business intention will be discussed. 

2.6.3 Small and medium business intention 

Intending business owners see good potentials for starting a business and as such are of the 

belief that they possess the necessary skills and knowledge to start the business. 
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Notwithstanding, the fact that they perceive good potentials and have the required skills to 

start a business will not necessarily lead to the intention to start a business. People need to 

access and understand the risks, resources (money, rewards, infrastructures and even 

environment), weighting the opportunity cost before embarking on starting a business. 

According to Herrington and Kew (2015:7) in GEM Global Report (2015), business intention 

is the percentage of the 18-to 64-year-old population (individuals already engaged in any 

stage of entrepreneurial activity excluded) who intend to start a business within the next 

three years. This implies that people who intend to start a business are mainly between the 

ages of 18 to 64. This stage is important in the entrepreneurial process as a strong 

association exists between entrepreneurial intentions an actual entrepreneurial behaviour. 

Additionally, Herrington and Kew (2015 :7) in GEM Global Report (2015) has shown that 

entrepreneurial intentions tend to be the highest among factor-driven economies and 

lowest among innovation-driven economies, which confirms the already recognized pattern 

that starting a business is more prevalent where other options to provide income for living 

are limited. Proving that one of the conditions a would be entrepreneur considers before 

starting a business is the economic factors. These economic factors are determined from the 

environment and resources that are available to them. Give the societal attitude towards 

the business owner, as well as improved level of opportunity and capability perceptions, 

there is a great concern in South Africa regarding people's intention to start a business. To 

justify this, Herrington and Kew (2015:7) in GEM Global Report (2015) contend that the low 

rate of unemployment and under employment has driven many South Africans into starting 

a business. A key priority is to improve job creation and reduce poverty rate . It is however 

necessary for people to weigh in their economies factors before intending to start a 

business. 
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2.7 CONCLUSION 

The chapter assesses the ambiguity and vagueness of the term business models, bearing in 

mind different definitions and opinions of researchers. It went further to discuss the 

element surrounding the concept of business model, business strategies, functions and 

importance of a business model. Emphasis was laid on the SMEs business strategies as well 

as various models that relate to the subject under investigation. 

The literature further discussed the concept of performance measurement as it relates to 

small scale businesses. This concept was widely discussed by several authors in the chapter 

as well as the characteristics relating to SMEs performance. The role of business 

performance which enables business owners to quantify their actions was identified in the 

literature. Dimensions and measures of performance measurement system were again 

highlighted, types of performance and approaches related to performance measurement. 

Seemingly, in this chapter, an overview of the concept of SMEs was discussed both within 

South Africa and beyond. The global definition and the concept of SMEs around the world 

were also highlighted. For clarification purpose, the economic importance of SMEs to South 

Africa and to the global economy was discussed since there had been discussion on the 

concept of small business within and outside the country. There was need that the 

challenges faced by small business should be identified in order to prevent present and 

future threat amidst the SM Es sector. 

Finally, there is need to discuss the entrepreneurial intentions as well as successful 

application of a business model towards the performance of small scale businesses in which 

factors that influence the performance measurement on SMEs where identified followed by 

the theory of small business growth and performance. In the next chapter, immigrant and 

local small businesses, their business model performance for SM Es are reviewed. 
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CHAPTER 3 

IMMIGRANTS AND INDIGENOUS BUSINESS OWNERS AND THEIR BUSINESS 

PERFORMANCE 

3.1 INTRODUCTION 

In the previous chapter, it talked about the business model performance measurement for 

small and medium businesses. In this chapter continued the literature review for immigrants 

and indigenous business owners aimed at explaining and describing the business model on 

which the research design is built. In the first section of this chapter, overview of immigrants 

and the concept of immigrant business owners will be discussed followed by the indigenous 

concept and indigenous business owners. Thereafter the factors that determine immigrants' 

decision to engage in SMEs will be discussed as well as various motivation experienced by 

the business owners upon starting a business. Again, the motives of using the immigrants 

and indigenous business owners and business performance were also discussed. 

3.2 OVERVIEW OF IMMIGRANTS 

The concept immigrant is not a new phenomenon in the field of research. It has become a 

pillar for many researchers to research and as such has played an integral part for countries 

past, present and future development Tengeh, Ballard and Slabbert (2011:4), Obioha and 

Khoanyane (2012:473), Crockett (2013:196) and Brown and Ghosh (2013 :10). Several 

studies and reports from different sources throughout the political spectrum have analyzed 

different facets of immigrants and many of them have come up with various ideas on the 

concept immigrants. This proves that the word immigrant is not a new term, as it has 

accompanied many works of researchers across the globe. 

According to Wadhwa, Saxenian, Rissing, and Gereffi (2007:8) and Chaman (2000:268), an 

immigrant is a person who was born as a citizen of one country and subsequently moved to 

another country at some point in his or her life time. Proving that someone living in a 
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country may not necessarily be a bonafide person in that particular country. It could also 

mean that people who have left their country of birth, to another country in search of 

greener pastures and survival many not really be born in that country making the person an 

immigrant. lrastorza and Bevelander (2014:2) and Wehmeier (2005:745) define immigrant 

as the process of coming to live permanently in a country that is not one's own. This means 

that people who travel to reside in a country where they are not born are believe to be 

immigrants. However, these people do not live in the country on a temporary basis but 

permanent. 

Immigrants and immigration works hand in hand in that the former means the category 

where the person belong and the later means the process of doing things for the individual. 

In the light of this, Mukonsa (2011:1384), Kirch (2008:922), Posel (2003:1) and International 

Organisation for Migration (IOM) (2003:6) add that immigration is a definitive movement, a 

permanent move of an individual or individuals from one place to another. That is to say 

when a person relocates to another place and decides to stay there for a long time without 

any intension of going back. In addition, Mukonsa (2011:1384) and Kirch (2008:922) 

emphasised that there are two ideas behind the definitive movement of people. First, it 

excludes forced migration and secondly, it rules out temporary migration that can be 

differentiated. From this point of view, it means that people move because they feel it is 

necessary that they have to move whereas the later involves a situation whereby people 

move for one reason or the other for a short period of time. 

Seemingly, migrations are not an isolated phenomenon Cohen and Kennedy (2000:202) and 

Hagen-Zanker (2008:2), Macionis and Gerber (2005:545), Dalhammar (2004:8) and 

Khoanyane (2008:3) add that immigration is the movement of people into and out of a 

specified territory. In most cases, it involves individuals or groups travelling from their origin 

to another country with the intention of permanently or temporarily settling down in that 

country, where such persons are generally known as immigrants until their citizenship is 

confirmed. This means that immigrants are a context where people travel from one country 

to another and they decide to settle in the country of their choice until they are 

permanently confirmed part of the country. When people feel, their present country does 
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not provide enough living resources, security or stability needed, they decide to step out 

into another territory in search of good living conditions. Sometimes it is either they 

permanently reside there or they live there for a particular period before moving into 

another country where they decide to live permanently if they are satisfied with what they 

need. 

In addition to this, Quyen (2013:14), Faist (2000), Sinnya and Parajuli (2012:5), Pinkowski 

(2009), Vinogradov (2008:14) and Dalhammar (2004:14) on the other hand sees an 

immigrant person as someone who move from one country to another with the intention of 

taking up permanent residence. This person intends to live permanently in the foreign land 

and do not intend to go back from their place of birth simply because they desire a better 

living condition. Sinnya and Parajuli (2012:5) and Pinkowski (2009) further add that the term 

immigrant status is attached with the definition of "immigrant entrepreneurship", which 

connotes an individual who recently arrived in the country and start a business for the 

purpose of economic survival. In this study, the terms "immigrants business owners" , 

"ethnic entrepreneur" "self-employed", "immigrant entrepreneur", foreign-business owners 

and "minority entrepreneur" are used interchangeably and they all mean the same concept 

Yazdanfar et al .(2015:101). These terms all connote one meaning which is a person who is 

not originally from ones country residing in another country and engages in one form of 

business or another. 

However, the purpose of this research was to investigate the business models performance 

measures used by the small business owners to successfully run their business and to 

determine the reason why the immigrant business owners outperforms the indigenous 

business owners in Gauteng Province. To do this it is best to understand context 

surrounding the immigrants' and indigenous business owners or entrepreneurs. 

3.3. THE CONCEPTS OF IMMIGRANTS BUSINESS OWNERS 

Immigrant entrepreneurship have been of interest to the scholarly research community for 

some time, partly because their rates of entrepreneurship in developed places outweigh 
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those of their native counterparts (Crockett, 2013:192}, (Efrat, 2008:674} and (Turkina & 

Thai, 2013:108}. This means that immigrant entrepreneur has dominated the world around 

us because of the impact they create to different nations. According to Curci and Mackay 

(2010:108}, Kloosterman and Rath (2003}, Turkina and Thai (2013:108}, Dana (2007} and 

Herman and Smith (2010}, immigrant entrepreneurship has provided ample evidence that 

immigrant entrepreneurship is an important driver for socioeconomic development of the 

host countries and/or home countries. This infers that the immigrant entrepreneur has 

contributed immensely too many developed and developing countries of the world and that 

the subject cannot be left out. As globalisation continues to emerge, people are constantly 

on the move to improve their lives. They try as much as possible to get themselves 

employed by starting their own business for survival. Orrenius and Nicholson (2009:36} 

contend that lots of studies by the economist and sociologists with an eye toward the 

effects that these immigrants entrepreneurs have on the natives of their respective host 

countries. That is to say that immigrant entrepreneur has been making waves in many 

countries more than the indigenous people through one means of business or another. 

Seemingly, immigrant entrepreneurship is the process by which an immigrant establishes a 

business in a host country (or country of settlement} which is not the immigrant's country of 

origin (Garg & Phayane, 2014:58; Fatoki & Patswawairi, 2012:134 and Dalhammar, 2004:14}. 

Proving that people who relocate from their present country to another country engages 

themselves in several forms of business or another in their new country where they reside. 

In the same way, Tengeh, Ballard and Slabbert (2011:11}, Fertala (2006:7} and Basu and 

Altinay (2002 :371} sees immigrant entrepreneurship as entrepreneurial activities carried by 

immigrants just after arriving in their host country, either through personal initiative or 

social network. It follows that most times, it is people who travel for greener pastures 

engage themselves in various forms of these activities. Their intention of owing a business 

could either be to gain and obtain an income for survival or due to lack of or difficulty in 

getting a formal job. With them engaging in business, it brings them closer to the 

community, identifying them as part of the community where they feel at home with the 

indigenous people. Through interaction with the members of the community, they are able 

to see opportunities and cleave to it. 
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Nonetheless, South Africa as a rainbow nation is composed of various racial groups from all 

facets of the earth . Following independence in 1994, there has been an increasing number 

of immigrants migrated to South Africa from other African countries and continents Tengeh 

et al. {2011:4), Fatoki {2014:1), Pendleton, Crush, Campbell, Green, Simelane, Tevera, De 

Vletter (2006:2) and Bogan and Darity (2008:1999). This demonstrates that people living in 

South Africa are not all from the country. Some of them are foreign nationals who left their 

country for one reason or the other in search of good living. The transition of South Africa to 

a democratic state, with the influx of immigrants, has changed the country's entrepreneurial 

landscape, creating a strong connection of Small Medium Macro Enterprises {SMMEs) to 

informal and formal transnational network of trade and migration {Chiloane-Tsoka & 

Mmako, 2014:377 and Pendleton et al., 2006:2). This proves that more and more people 

flock into South Africa with their various ideas on how to conduct business and while they 

reside in the country, they start their own separate businesses. With the lack of conceptual 

and operational skills by local businesses opened a gap for foreign nationals. These 

immigrants create opportunities that have important implications for the South African 

economy and as such they become a significant driving force in the creation of new 

businesses and reduction of South Africa's high rate of unemployment which is currently 

estimated at 25% according to {Statistics South Africa 2013) and Fatoki {2014:1). Meaning 

that the movement of immigrants into South Africa has brought about various forms of 

business activities and most of the people who are without job have engaged themselves in 

small businesses to make a living. 

On the other hand, Halkias, Abadir, Akrivos, Harkiolakis, Thurman and Caracatsanis (2007:2) 

explained that self-employment is an important factor in the economic advancement of 

immigrants as well as that of the economy. As people engage in various forms of business, 

they help promote the economy of countries where they reside. In that way they also 

contribute towards the growth and development of their economy. 

Similarly, Constant and Shachmurove {2006:209) posit that self-employment is an effective 

form of entrepreneurship that creates new jobs, brings new products to the market, 

generate competition, and offers consumers greater choices. This implies that self

employment is another way of bringing innovation in the line of business. Like when one 
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tries to design their products introduce new ways of attending to customers and try to 

satisfy their needs. In the same way, Tengeh, et al. (2011:11) and Halkias et al. (2007:2) add 

that self-employment rates among foreign-born are generally higher than among the 

natives. This proves that immigrants involve themselves with different forms of business to 

make a living when in a strange country. Immigrants' business owners or ethnic 

entrepreneur appears to occur in the circumstances of urban and economic adversity, 

where small business is the only means of livelihood for many immigrants (Barret et al., 

2001:243). Leads us to believe that where there is a presence of people living like in a 

community, the immigrants engage themselves in various forms of trade in order to survive 

the difficult time encountered in that country. 

3.4 THE CONCEPT OF INDIGENOUS BUSINESS OWNERS 

The indigenous business owners also referred to as the native business owners tend to 

assume ownership of land Frederick and Foley (2006:1). They tend to operate their business 

around their surrounding environment without fear or favour. According to Frederick and 

Foley (2006:1), the "indigenous peoples" has no universal definition. But most definitions 

encompass cultural groups that have a historical continuity with a region before its 

colonization and who have lived largely independent or isolated from the influence of the 

larger nation-state. These are people who have maintained their distinct linguistic, cultural 

and social/organisational characteristics Frederick and Foley (2006:1). This proves that the 

indigenous business owners live within their own surrounding environment, engages in 

running a small business for the purpose of survival. As a business owner or an 

entrepreneur, their ability to succeed depends on their will power to utilize the resources 

around them in the pursuit of economic sustainability. 

Spencer, Brueckner, Wise and Marika (2016:399) contend that indigenous entrepreneurship 

is an important part of the community life that can cultivate empowerment through 

economic activities. It is through this community life that more people are able to learn and 

acquire skills that can be used to start their business. In this effect, Spencer et al. 

(2016:399), Dana and Light (2011:331) and Ratten and Dana (2015:272) add that indigenous 

entrepreneurship is described as community-based entrepreneurship that enables 
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indigenous people to work in their communities and, importantly, facilitates economic and 

social development of the community. This proves that the members of the community who 

are engaged in small business activity can also help support other upcoming intending 

business owners. While supporting the members of their community, they are able to 

sustain their culture and social capital (Ratten & Dana, 2015:272) . The indigenous people 

will use their culture to support the smooth running of small businesses in their community. 

The essence of applying the cultural element is because they know and understand their 

people's need and try as much as possible to support them in their own various ways. 

Additionally, indigenous business peoples are so-called because they were living on their 

lands before settlers came from elsewhere; they are the descendants of those who 

inhabited a country or a geographical region at the time when people of different cultures 

of ethnic origins arrived, the new arrivals later becoming dominant through conquest, 

occupation, settlement or other means (Tapsell & Woods, 2008:193). This means that the 

indigenous people are the main member of the particular community, born and bred up 

from that community and comprises of different cultures and who then come together as 

one to start a business. 

Seemingly, the United Nations (2009:15) have contributed in defining who is an indigenous 

or native person. According to them, there is no better definition to describe the concept of 

an indigenous person but however, the working definition used to describe indigenous is 

that : 

"An indigenous person or peoples are those which, having a historical continuity with pre

invasion and pre-colonial societies that developed on their territories, consider themselves 

distinct from other sectors of the societies now prevailing on those territories, or parts of 

them. They form at present non-dominant sectors of society and are determined to preserve, 

develop and transmit to future generations their ancestral territories, and their ethnic 

identity, as the basis of their continued existence as peoples, in accordance with their own 

cultural patterns, social institutions and legal system". 
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From the above definition, it could be seen that people who know a lot about the historical 

development of their people, who work together as one community, assist one another 

because they understand the needs of the people.These people all have a collective and 

individual right to maintain and develop their distinct identities and characteristics. They 

also tend to establ ish their business in their land in order to make a living because of 

unemployment problems and to assist their people to cater for their basic needs. 

3.5 THEORIES AND FACTORS OF IMMIGRANT DECISIONS TO ENGAGE IN 

SMEs 

There are several theories and factors as to why the immigrant decides in starting a 

business. In order to understand these factors, several studies have highlighted different 

theories on the determinants of immigrants SMEs. According to Globalisation 101 (2013:9) 

and Kapindula (2010:15), there are five theories that depict the decisions that enable people 

to engage in SM Es such as: 

•The classical theory of migration 

•The Todaro Model 

•The social networks migration 

•The equilibrium theory 

•The new international division of labour theory 

Below is a graphical representation of all these theories: 
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Figure 3.1: Theories of Migration 

Theories of migration 

Source: Own source. 

3.5.1 Classical Theory 

The classical theory is like the economic theory that talks about the push and pull factors. 

This factor works in both directions as they tend to affect both areas of origin and host 

regions. The push factor affects a potential migrant from an area of origin that is, from 

where the person comes from not their place of migration. This happens as a result of 

poverty, unemployment, war and environmental problems. With the pull factor, it may be 

as a result of legal restriction, high standard of living, low demand and political freedom 

(Assaminew et al., 2010:1; Nunez, 2014:1 and Fatoki & Patswawairi, 2012:143). The classical 

theory comprises of push and pulls factors and is discussed as follows: 

i) The push factor 

According to Globalisation 101 (2013:9), Kapindula (2010:15), Peberdy and Rogerson 

(2000:21) and Kainth (2010:2), push factors are those that compel a person, due to different 

reasons, to relocate from their current place to other places. That is to say those things that 

causes someone to relocate to a better place. Fatoki (2014:2) and Kapindula (2010:9) posit 

that push factor is driven by personal or external factors such as lack of job or career 
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prospects, poverty, crime and redundancy and unemployment. These factors could affect 

someone inability to adapt to their present environment. de Hass (2007:18) believed that 

whether migration occurs crucially depends on the skills and knowledge of migrants and 

conditions in the specific economic sectors where they are likely to find employment both at 

the origin and destination. This proves that for one to relocate to a place it will actually 

depend on the skills and knowledge they pose and whether these qualities will be able to 

get a job for their living. Thus, there are three factors which are classified under the push 

factor Globalisation 101 (2013 :9) such as: 

Figure 3.2: Push Factors 

Source: Own source 

► Lack of job / poverty: The lack of job as an economic factor is the main motivation 

behind migration. Migration in search of work has increasingly become a livelihood strategy 

for both women and men because of the lack of opportunities for full employment and 

decent work in many developing countries. According to Somavia (2008) and Kapindula 

(2010:9) a growing number of migrants have left their homes and communities to find work 

and better opportunities elsewhere in the world to support their families and communities. 

A person desires to live a good life and as such their intentions to migrate is to improve their 

current state of living. There is no doubt that not every migrated individual get employment 

but their intention to improve their current conditions is what drives them to migrate. 
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However, if they are unable to find the desired job, they always opt for small business. In 

support this, the International Labour Organisation (ILO) (2015) add that migration today is 

linked, directly or indirectly, to the world of work and the quest for decent work 

opportunities. As a result, there can be no discussion of international migration in the future 

global agenda on sustainable development without consideration of decent work. That is to 

say, people who desire to leave their country or meet their relatives cannot do anything 

without necessarily seeking for employment or even seeking to establish a business. 

Therefore, every migrated individual seeks to better their life either getting a formal job or 

even engaging in self-employment or self-independency. 

► Civil strife or war/political and religious persecution: War and political instability have 

enabled people to leave their countries. Some of them left their home country because of 

fear of their lives others may have left for other reasons or may be as a result of persecution 

at home. When they are in a foreign country, they are usually considered refugees or 

asylum seekers in receiving countries. According to Globalisation 101 (2013) a refugee is 

someone who is unable or unwilling to return to their country of origin owing to a well 

founded fear of being persecuted for reasons of race, religion, nationality, membership of a 

particular social group, or pol itical opinion. People leave because their well -being is of 

utmost important to them thereby causing them to migrate. 

► Environmental problems: Environmental problems and natural disasters often cause 

the loss of money, homes, and jobs. People can migrate because of losing their homes and 

jobs and migrate to other countries in search of new living. 

Other push factors include ways to improve personal development in structures such as 

marriages, status or careers and other catastrophe such as floods, fire, earthquakes, war 

and others may also push people away. 

ii) The pull factor 

The push factors are those factors that drive the individual towards self-employment Fatoki 

and Patswawairi (2012 :135). That is to say something that leads a person to start their 

business. These factors are responsible for people to achieve self-independence 
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Globalisation 101 (2013:14}, Fatoki (2014:2}, Peberdy and Rogerson (2000:21} and Benzing, 

Chu and Kara (2000:62}. Such factor includes the desire to become one's own boss, to 

increase wealth, to change lifestyle or even to use one's own experience and knowledge. 

Push factor can also force people away from their home country for the reason of 

attributing the unsatisfactory financial conditions to the person involved. There are certain 

factors that draw migrants towards a desire for self-employment or independence such 

factors as identified in Globalisation 101 {2013:14} include: 

Figure 3.3: Pull Factor 

Source: Own source 

► Higher standards of living/wages and income: Several causes of high standards of 

living could be the economic incentives of the people. These incentives provide both the 

biggest push and pull factors for potential migrants' (Obioha & Khoanyane, 2012:473} and 

(Macionis & Gerber, 2005:545}. People move in and out of a country for specific reason in 

search for better living. Some of them migrate due to other personal interests that may not 

be basic. Such people are attracted to migrate for the reason they want to increase their 

income and wealth, or even improve their economic security and their social status. People 

moving to developed countries often find that the same work they doing at home is 

rewarded abroad with higher wages. Some of them will actually migrate illegally because 

they want to improve their living conditions. In support of this is Hanson (2009:7} who 

pointed out that "illegal immigration occurs because foreign workers can earn much more 

like in the United States that they can at home". That is to say, some of these immigrants 
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who relocate to other countries illegally do find jobs that are more rewarding than what 

they do at their home countries. For example, with the Mexican migrants coming to 

America, they do not move strictly to escape unemployment at home rather they migrate to 

the U.S. because they are attracted by the hlgher hourly wages, rather than the opportunity 

to find employment in general Hanson (2003:2). Another example can be in South Africa 

where a lot of people considered a good place to live in because it offers migrants incentives 

for better living and access to basic social services such as housing, quality education and 

health Kapindula (2010:21). 

Peberdy, Crush and Msibi (2004:26) are of the believe that migrants especially the ones that 

cross border, the depress wages and the undercut South Africans in the job market are 

normally over-exploited, underpaid and overworked. They are of the opinion that some 

employers do take advantages of migrants in particular who are of the need for 

employment and, where necessary, insecure legal status. High wages are an indicator of 

poverty levels and marginalisation, especially when those individuals with no income are 

considered. They can also reflect average wage levels in dominant sectors of employment 

Peberdy et al. (2004:26). This proves that not in all cases that people who relocate to South 

Africa find something favourable. Some of the employers will always take advantage of the 

others while the level of poverty always remains on top. 

► Labour demand: According to Ruhs and Vargas-Silva (2015:3), immigration on the 

labour demand critically depends on the skills of migrants, the skills of existing workers, and 

the characteristics of the host economy. That is to say people migrate because of reason 

they have an exceptional skill which is needed in another country. Sometimes there might 

be limitation of skills from that country that leads to the demand of more skills from 

another country. This labour can differ in terms of the short and long run when the 

economy and labour demand can adjust to the increase in labour supply. Almost all 

developed countries have found that they need migrants' low skill labour to support their 

growing economies and as such it is of utmost importance to utilize the impact they bring to 

the economy concerned. In the short run effect, the skills of immigrants will lead to an 

increase competition in the labour market which sometimes drives down wages on 

employment. Whereas in the long run effect, it can lead to more investment bringing about 
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more development which will lead to more growth. However, both effects can result in 

greater demand for labour. The extent to which investment and labour depends on the 

characteristics of the economy Ruhs and Vargas-Silva (2015:3). Once an economy is 

developed or developing, it will definitely impact in the way labour demand occurs. 

► Political and religious freedom: Much like the discrimination and persecution, the 

political and religious freedom provides strong push factors for people to leave their home 

countries. The existence of tolerant government policies with regards to religious, race, 

political views and so on may make certain countries more attractive to potential migrants 

Ruhs and Vargas-Silva (2015:3). People migrate to other countries as a result of political 

instability and sometimes the fear of religious fanatics. This pull factor is relevant especially 

to those migrants who are escaping situations of persecution (and may be considered 

refugees, as mentioned earlier) as well as instability in the country. This infers that some of 

the migrants' people migrate as a result of trying to secure their lives due to fear of political 

crisis. It is therefore, necessary that countries should accommodate one another in the drive 

for political and religious unrest in their respective countries. 

Other pull factors include superior medical care or education, family links or simply a 

personal fondness of a certain place, whether it may be linked to culture, language, weather 

conditions or other influencing factors (Gedded, 2012:5). 

3.5.2 Todaro Model 

Todaro's model explains the reasons behind rural-urban migration Kapindula (2010:15). The 

model looks at individual motivations for immigration and argues that the perceived 

difference in wages between where one wants to be and the probability of one finding a job 

in the host country are the main considerations and options people see before deciding to 

migrate (Zenou, 2005:2). This infers that the choice of people migrating to other countries 

depends solely on their ability to get a highly paid job. People decide to migrate when they 

are sure they will be able to find themselves job or even start a good business in the 

country. 
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According to Zenou (2006:2) and Kapindula (2010:15), Todaro model is also based on 

workers decision of the peoples expected incomes from the rural or urban area. This means 

that people decide to migrate as long as the expected income from the job in the rural area 

is better than the one in the urban. Sometimes they migrate from the urban area to the 

rural area depending on the choice of work and income demanded. They will then compare 

the wages to see if it is reasonable before they migrate. They do this in order to know which 

option would be of value to them before migrating from their place of origin in order not to 

lose out on their present opportunity. Like the classical theory which looks at push and pull 

factors of actual wage different, Todaro model focuses on the main determinant of 

migration in obta ining a good paying job as well as the cost imposed by the length of 

searching for a job Kapindula (2010:15) . The difference is in the expected incomes in the 

destination area and the actual income in the area of origin. Todaro theory exists if an 

increase in urban employment leads to an increase in urban employment. 

3.5.3 Social Networks Migration 

The social network helps people to understand and analyses the role social groupings play in 

the migrant's decision to leave the area of origin and settle in the destination place 

Kapindula (2010:18). This establishes that a social role plays an impact towards a person 

migrating. Kapindula {2010:18) argue that social group or network is a set of interpersonal 

ties that connect migrants, former migrants and non-migrants in area of origin and host 

destinations through kinship, friendship and shared community. Consequently, that social 

network brings varieties of people together from all sphere of the world both known and 

unknown friends, relatives and families together. People tend to expand their relationship 

from one country or places to another, whether they know each other or not. They tend to 

form closeness just for the sake of migrating. Sometimes, it happens that having friends, 

acquaintances or relatives in a receiving country makes it easy for people to migrate. 

Knowing the fact that they have someone can even make it easier for them to source for job 

through their network. In this regard, Kok, Gelderblom, Oucho and Van Zyl (2006:228) add 

that there is an extension of social relationships that begins at the time when a migrant 

makes a move from his or her country of origin with the support from family members or 
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friends. People migrate for the mere reasons they form close relationship with another 

person . 

Furthermore, Lohnert (2007:19) and Kok et al. (2006:229) argue that one characteristic of 

social networks is the network connection where by the individual assist aspiring migrants 

at all stages of their move. This proves that one may not necessarily know the other so well 

but do to the role network plays; it becomes easier for someone to assist the other person 

in their new environment until such a person is comfortable. Lohnert (2007:19) refers to this 

network connection as the reciprocity of exchange. The exchange occurs when one assist 

another by providing information about accommodation and possible job opportunities in 

destination areas. Sometimes it might be that the person assisting the migrant might have 

received an assistant from someone else when they arrived which may have caused the 

person to give back the assistant to the new migrant. 

3.5.4 Equilibrium Theory 

The equilibrium theory emphasises the structural factors of migration Skeldon (1997:19). 

Since immigration is an inseparable part of development that is caused by economic 

conditions. It is influenced by factors such as distance and population densities (Skeldon, 

1997:19). This population density is seen as the movement of people from one geographical 

area to another in search of good living. Castles and Miller (2003 :22) posit that the general 

notion that migration movements tend towards a certain spatial-economic equilibrium, has 

remained alive in the work of many demographers, geographers, and economist as well as 

in the underlying assumption of push-pull theories. It is this push-pull factor that drives 

people away to a place where they believe their live will be better. Justifying that the push 

and pull factors have a big impact towards people migrating is that it drives them to seek 

better living conditions. 

More so, the resulting differentials in wages cause workers to move from low-wage, labour

surplus regions to high-wage, labour-scarcer region Castles and Miller (2003:22). However, 

this push and pull theory is limited in explaining people's reasons for migrating. As Porters 

and Walton (1981:25) puts it that the push and pull theory does not explain the structural 
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factors that lead to pattern of people's movement, or the size and direction of such 

movements over a long period of time. They suggest that the push and pull theory accepts 

geography and juridical distinctions at face value and that migration is seen as playing a role 

in decreasing population pressure in low economic growth areas and provides for labour 

needs of the growing regions. It means that migration helps restore balance between 

human and capital resources in that it determines the direction of the people's movement 

and how it will be beneficial to them. 

Again, Van den Broeck (1996:83) adds that in classical theories of migration, the workers 

move from low wage to high wage countries, a more efficient use of labour enhanced and 

inter-country wage disparities are narrowed. This implies that individuals do not relocate 

out of leisure and choice rather they do so out of necessity because they expect to get a 

high wage where they can be able to utilise their skills and knowledge to make a living. Thus, 

with the rising countries, less unemployment and rising wage, it can boost the domestic 

economies for the countries. However, it is necessary that people balance their needs with 

that of the need of the countries where they intend to migrate. People should not 

necessarily move because they expect to find a better environment or a place where less 

people live, but they should be able to make a more beneficial and satisfying living wherever 

they live. Supporting this is de Hass (2007:19) who explained that many immigrants tend to 

move from area with relatively low population densities and relatively little environment 

derogation to environmentally degraded areas with high population densities. People tend 

to be increasingly concentrated in crowded places - cities, towns and prosperous 

agricultural area that, however, in spite of their crowded generally offer better social and 

economic opportunities in terms of individual freedom, safety, education, healthcare, paid 

labour, entrepreneurial activities and amusement de Hass (2007:19). Finally, the pressure 

for people to migrate is as a result of increasing number of people enduring poverty and 

extreme hardship. 

3.5.5 New International Division of Labour Theory 

The New International Division of Labour theory (NIDL) is a term used to describe the 

development of the world economy, an economy that can only be understood as a single 
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integrated system (Kapindula, 2010:22). Previously, companies survive through investment 

in rationalisation, that is, installation of more efficient machinery and reduction in the size 

and skills of the labour force. But presently, with the global improvement, it has forced 

developing countries to relocate their production to new industrial sites where there is a 

pool of well-disciplined cheap labour. Lead us to believe that as globalisation occurs, it has 

affected both the movement of people and movement of production. This proves that 

globlisation has brought about several changes in the form of human and material 

resources. As more and more businesses are utilising machinery to do their jobs, less people 

are struggling to get employment. This already has a negatively impact on people's 

movement. 

According to Froebel, Heinrichs and Kreye (1980:124) and Kapindula (2010:22), there are 

three preconditions which characterize the development of the NIDL. First is the presence of 

an inexhaustible reserve of disposable labour in the developing countries. Here, the labour 

force is extremely cheap and can be mobilized for production periods meaning that people 

can be employed all over the world as long as they deem it fit. This can result to oversupply 

of people who are forced to take any job which is available. Secondly, is that short and 

specific training is conducted for this labour force to enable them meet production needs. 

This is because the division and subdivision of the production process is now so advanced 

that most of these fragmented operations can be carried out with minimal levels of skill 

within a very short time. In this regard, the NDIL attract unskilled and semi-skilled labour 

anywhere around the world for the work to be accomplished with cheap labour involved. 

Third is the development of techniques of transportation and communication which has 

created the possibility of the complete or partial production of goods at any site of the 

world, a possibility no longer ruled out by technical, organsational and cost factors Froebel 

et al. (1980:124). This means that with the impact of transportation, it has become easier to 

transport goods to anywhere in the country without necessarily seeking for workers. 
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3.6 MOTIVATION EXPERIENCED BY IMMIGRANTS AND THE INDIGENOUS 

BUSINESS OWNERS TOWARDS STARTING UP A BUSINESS 

Motivation is the driving force that enables a person to act towards achieving their goal. It is 

dynamic force that sets a person into motion or action Williams (2008:56). According to 

Krishna (2013:1) and Yusuff, Olagbemi and Atere (2011:8) motivation is an internal 

psychological feeling which produces goal directed behaviour. This means that motivation 

brings about certain aspect of peoples character that leads to their success. Yusuff et al. 

(2011:8) posit that motivation is an ongoing process because human needs are never 

completely satisfied. It is this motivation that brings about the entrepreneurial drive in 

people. Since immigrants are always on the move to achieve a goal, they are always willing 

to engage themselves in one form of work or another. The fact that an immigrant person 

opted to start up a business in the host country are not without a reason. Some of them 

have searched for employment or jobs while others believe becoming self-employed is the 

best option for them because of self-independency, passion, creativity, innovation, 

willingness to work hard, risk taking and self-fulfillment they get Tamang (2015:7). More so, 

Sinnya and Parajuli (2012:5), Stephan, Hart and Drews (2015 :11) and Williams (2008:56) 

have suggested that motives of a small business owner are driven either by 'necessity' 

factors or by 'opportunity' factors. 

► Necessity factor 

By necessity factor, it implies those factors that are associated with lower entrepreneurial 

skills Sinnya and Parajuli (2012:5). It follows that people who do not possess the necessary 

skills to start their business are the ones affected by this factor. Like those that are 

discriminated against in the workplace or even because of personality traits. Some of the 

business owners too are also driven by push factors into entrepreneurship because other 

options for work are either absent, not there or unsatisfactory. To emphasise this, those 

business owners who are also engaged in one form of business or another may be affected 

by this factor reason being that they may not necessarily have the passion to run a small 

business but the factor surrounding them might in one way or another lead them to start a 

business. 
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►Opportunity factors 

Opportunity factor are driven by pull factors into entrepreneurship more out of choice 

Stephan et al. (2015:11) and Williams (2008:56). People become motivated to start their 

business because of the choice they made. Many small business owners may decide to open 

or start a business because of their desire to be self-employed or their desire to manage and 

control the business activities by themselves. 

In addition to this, various authors like Kirkwood (2009:4) and Clark and Drinkwater (2000:3) 

have developed and identified a lot of reasons and factors that impact the entrepreneurial 

decision of a business owner. Some of these reasons include; 

' • Desire for independence, 

• Monetary motivation, 

• Motivation related to work such as job satisfaction, 

■ Redundancy and family related motivations. 

However, due to the difficulties immigrants encountered in their host country like 

discrimination, lack of sufficient language skills, incompatible education and training, 

cultural differences amongst others, financial support and many more, it becomes apparent 

that the migrants experience difficulties towards starting and establishing a business in a 

foreign land. Supporting these reasons is Kirkwood (2009:5), who refer to these challenges 

as the process of acculturation which the immigrants often experience in a new society that 

is always difficult for break in. That is also one of the reasons immigrants opt for self

employment as they are left with no other choices but to get employed. The rate of self

employed immigrants are considered to be higher among foreign born than among natives 

Manyi {2010:9), Van Tubergen (2005:709) and Pinkowski (2009:30). That is to say, there are 

so many immigrants or foreign nationals who engaged themselves in various forms of 

businesses. Some of them are forced to become self-employed in order to avoid the 

problem of being unemployed. Others to avoid the problem of finding them not qualified 

for the job they seek which is also a contributing factor for immigrant's entrepreneurship. 

Tengeh et al. (2011:8) content that various theories have been advanced as to why 

immigrants resort to self-employment or their motives for being self-employed as an 
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economic activity in their host country. Three schools of thought have emerged explaining 

this phenomenon. 

The first school which is referred to as the theory of 'blocked opportunities' or 'push factors' 

contend that immigrants get into self-employment due to inherent bias and discrimination 

in the host labour markets (Clark & Drinkwater, 2002:2; Basu & Altinay, 2002:3; Greve & 

Salaff, 2005:7; Van Tubergen, 2005:711 and Heilbrunn & Kushnirovich, 2008:693). Infers 

that the reason some of the immigrants get themselves employed can be discrimination, 

whereby people do not what anything to do with the foreign people who migrate to their 

country. This has affected a lot of migrants leading them to actively engage themselves in 

one form of business or another. In countries with high unemployment rates among natives, 

Van Tubergen (2005:711) state that immigrants are pushed out of the labour market into 

self-employment. That is the more reason why in many countries around the world, there 

are so many immigrants doing different kinds of business. 

Landau (2010:72) also states that obstacles that stand in the way of immigrants varies but is 

not limited to lack of educational credentials or inappropriate work experience. Thus, the 

lack of education cannot deter a person from starting a small business. Nevertheless, 

Landau (2010:72) adds that the immigrants with employment rights find that they are 

turned away by employers who do not recognise their papers or professional qualifications. 

The fact that many of the employers are not familiar with foreign certificate is enough to 

refuse the foreign nationals job. Therefore, these foreign nationals have found that starting 

their own job is easier for them to keep hunting for job from one office to another. 

Discriminations are also another factor that leads immigrants to self-employment. As Guzy 

(2006:5) posits that discrimination can cause problems at different levels especially when 

one starts the business, dealing with discrimination even with the owners of business 

premises, suppliers, and so on. Many of the problems faced by immigrant people all over 

the world is discrimination because some of them come with enough skills that enable them 

to excel in their line of business. 

The second school of thought which is seen as the 'ethnic market niche' or pulls factor 

theory contends that immigrants are drawn into self-employment in general and certain 

146 I Page 



sectors by business opportunities (Tengeh, 2011:9) and (Halkias, 2007:4). The ethnic market 

niche theory is formulated around the idea that immigrants find business start-up 

opportunities in market niches created by the interaction between opportunities in society 

and the characteristics of the immigrant groups. Meaning that the immigrants start-up their 

business because they have seen an opportunity in their community and take advantage of 

it. Halkias (2007:6) comment that immigrants become entrepreneurs in order to find 

alternatives to traditional employment options for immigrants in unattractive industries. 

That is to say, they start a business because they need to make a living. Clark and 

Drinkwater (2000:2) also add that immigrants become self-employed because of ethnic 

enclaves who may provide a self-sustaining economic environment, the influence of religion 

and access to informal sources of finance and labour through familiar ties or shared culture 

and language. This also implies that the immigrants start a business because someone has 

supported them either financially or even helping them to get a place or help them 

understand the language of transaction. 

The third school of thought is based on what we call 'ethnic enclave theory' . The ethnic

enclave entrepreneurs may include those who are restricted by ethnicity, an ethnic 

community's social structures and geographical location Zhou (2007:280), Clark and 

Drinkwater {2000:2), Greve and Salaff {2003:9) and Halkias (2007:5). This theory is built on 

the fact that immigrant entrepreneurs typically find business start-up opportunities within 

the immigrant's communities interesting and then opt for it. In countries where few labour 

market regulations are present, there exists the problem of integration which is related to 

the risk of economic deprivation where newcomers will end up in low paid jobs whereas in 

countries with extensive labour market regulation with comprehensive welfare state, the 

risk for newcomers to end up in the economic deprivation will be lesser, but the risk of not 

being able to access the labour market will be apparent {Sinnya & Parajuli, 2012:9) and 

(Hajerm, 2004:740). Depending on how the economy of a country is, it will determine how 

well the newly migrated people will be employed, otherwise it will even be more difficult for 

both the locals and more so the immigrants. 

In addition, South Africa has experienced a large influx of unemployed foreigners in the past 

decadefrom the surrounding nations competing and filling any available jobs in the industry 
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and considered by many employers as cheap labour Tengeh et al. (2011:5} and Mathebula 

(2014}. In orderwords, in the past, jobs have not been offered to immigrants, they are 

believed to accept cheap labour that is rejected by the indigenous people. This has driven 

them into starting-up their own businesses too. Currently, more immigrants have engaged 

themselves in various forms of small businesses. This in actual fact entails that the 

immigrants who find themselves in South Africa seeking employment and cannot find one 

normally engages themselves with small business (self-employment}. In view of this, Manyi 

(2010:8} posits that in Sweden for example, immigrants turned to self-employment because 

of the fall in employment intensity among immigrants during that Labour force that was 

increasing in Sweden. This proves that as the day goes by, more immigrants engage 

themselves in various businesses because of the difficulties they encountered in getting a 

formal job. Some have already believed that been a foreign national in the foreign country, 

getting a job is entirely difficult so it is easier for them to focus on starting their own 

business when in a foreign country. The same could be applicable in South Africa because 

self-employment may serve as a means for immigrants to escape unemployment and 

engage themselves in business activities that can help them to generate income to support 

themselves and their families. 

Contrary to this, some other researchers have carried out studies to identify the factors that 

motivate people to start their business among them include Quyen (2013:19} and Krishna 

(2013 :1}. These researchers came up with other factors that motivate people to start a 

business such as: 

1} lnternalfactors 

Educational background 

Occupational experience 

Desire to do something pioneering and innovative 

Desire to be free and independent 

Family background 

2) External factors: 

- Assistance from Government 
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Financial assistance from institution 

Availability of technology and /or raw materials 

Encouragement from big business units 

Heavy demand for product and others. 

Figure 3.4: Factors that motivate people to start their business 

Internal factors 

- Educational background 

-Occupational experience 

-Desire to do something 

pioneering and innovative 

-Desire to be free and 

independent 

-Family background 

Source: Own source 

External factors 

-Financial assistance from 

-Availability of technology and/ 

or raw materials 

-Encouragement from big 

business units 

-Heavy demand for product 

From the above table, it can be deduced that in the internal factors, the personality of the 

entrepreneur increase the desire to enable them engage in entrepreneurial activity. Having 

a good educational background can also be an advantage because of the skills and 

knowledge they acquire. These skills will also enable them to successfully operate their 

business on the contrary, those without educational experience will also be quick to engage 

themselves in one form of business or another because of lack of qualification, although 

they will have to struggle a bit before finding their foot in the business sector. Occupational 

experience also helps the people to start up a business. That is to say, having worked related 

experience can have a positive impact towards a person to start a business. This will assist 

them into channeling their resources to a more productive business despite the challenges 
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that may arise. However, the desire people have to do something creative and become their 

own boss, and control their finances has leaded a lot of people into becoming a small 

business owner. It is this desire that enable them engage in one form of activity or another, 

introducing different concepts and approaches to various product in the market in other to 

satisfy the needs of the people while economically contributing _to the development of the 

country. The presence of these factors will motivate many individuals into engaging in small 

business. 

In the external factors, it gives a spark to entrepreneurial spirit (Krishna, 2013:2). When the 

government supports its citizens financially, people will be willing to engage in one form of 

business or another as well as be able to employ others. Government can boost the financial 

institution to assist and support their citizens with credit especially those who wish to start a 

business to enable them start-up their business successfully without any challenges. Other 

external factors include the availability of goods at cheap prices, success stories of people 

who have been in business and how they handle their challenges, support from friends and 

relatives, loss of jobs and many more can also motivate people to start a business. 

In addition to this, Marchand and Siegel {2014:10) also add that the motivation for starting a 

business may be the chance to take up good opportunity or desire for financial gain and 

independence. This might vary from country to country and also different from person to 

person. That is to say, people starting up small businesses have different needs and 

intension to start-up their business. However, Marchand and Siegel (2014:10) in their 

studies identified several mixed factors that can also be a stumbling factor to motivate a 

person to start a business such as: 
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Table 3.1: Motivation for becoming a business owner 

Motivation Description 

Extrinsic Rewards The economic reasons that motivate entrepreneurs to work. 

This economic reason might have affected a person into 

engaging in SMEs. 

Intrinsic Rewards The reasons related to self-fulfillment and growth 

Independence/ Autonomy The desire to be one's own boss 

Family Security Entrepreneurship is seen as a way to secure a job for oneself as 

well as potentially for family members 

Necessity No/limited other options 

Opportunity Taking advantage of a spotted opportunity 

Upholding Tradition It is a family tradition to run a business 

Source: Marchand and Siegel (2014:10} 

Stephan, Hart and Drews (2015:15}, Kautonen (2008:10} and Uddin and Kanti (2013:148} 

suggest that there are actual items used to measure dimensions of entrepreneurial 

motivation, such items are listed below: 

i) Independence & autonomy: The intention of the business owner is to have 

autonomy over oneself. Such autonomy can be that of time and control over 

his/her work, making independent decisions, being flexible by combining work 

with one's persona l life (Reynolds & Curtin, 2008:158; Uddin & Kanti, 2003:150 

and Fernandez-Serrano & Romero, 2012}. 

ii) Achievement, challenge & learning: This type of dimension captures the desire 

for personal development through ownership of business. This aspect gives one 

opportunity to become responsible, to learn through the challenge of running a 

business and some aspects of self-real ization (Uddin & Kanti, 2013:151 and 

Akehurst, Simarro & Mas-Tu r, 2012:2489}. 
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iii) Income security & financial success: Every small business owners need to 

capture his/her financial return . Reynolds and Curtin (2008:280) and Fernandez

Serrano and Romero (2012) add that there is no strong distinction of motives 

related to income security and financial success of motivation. 

iv) Recognition & status: Aspects related to social status such as desire to receive 

recognition and respect from friends are all needed for recognition. Therefore, 

family and the wider community need social recognition for one's working as a 

business owner (Akehurst et al., 2012:2489; Benzing & Chu, 2009:62 and Renko, 

Kroeck & Bullough, 2012:668). 

v) Family and roles: Every business person wishes to follow what has been done in 

the family like following a tradition and maintaining the legacy left for him/her 

(Benzing & Chu, 2009:62) and (Fernandez- Serrano & Romero, 2012) 

vi) Dissatisfaction: People often get dissatisfaction with prior work arrangement 

and as a result they wish to operate in within their own comfort (Benzing & Chu, 

2009:62). 

vii) Community & social motivations: People wish to plough back into the 

community what has been given to them. Sometimes looking after ones 

employees and having an environmental friendly business helps individual 

achieve his/her business (Levie & Hart, 2011:201 and Jayawarma, Rouse & 

Kitching, 2011:34). It actually pays for the business owner to look after their 

employees or even to assist them in various ways not only financially. 

3.7 ENTREPRENEURIAL ORIENTATION FOR IMMIGRANTS AND INDIGENOUS 

BUSINESS OWNERS 

As globalisation occurs, the increased flow of information, commodity and people crossing 

national borders has a significant impact on the modes of migration and formation of 

transnational communities and multiple identities (Shin, 2014:287, Thai & Turkina, 2013:188 
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and Portes, 2000). That is to say, the trend with globalisation has brought about various 

changes in the ways at which people communicate with one another, transact businesses, 

exchange goods and services. This is simple because of the inflow of people in a particular 

place at different point in time. Global ization has broadened the way activities takes placce. 

That is to say, people tend to opt for various ways to transact their business in order to 

successfully break into the market. In that way, they are able to obtain enough information 

and network in other to be able to excel in their businesses. 

Altinay and Wang (2011:673) maintained that entrepreneurial orientation (EO) is an 

important way in improving a business competative advantage and performance. The 

reason being that the business owner engages in product innovation, undertakes some what 

risky ventures and acts proactively by being the first to come up with new products 

technologies and administrative . techniques. This infers that business owner wants to 

improve on their products by engaging themselves into creating varieties of activities to 

entice their customers. They try as much as possible to focus on satisfying the needs of their 

customers, by engaging in the discovery of new products and services and every other ways 

to manage their business. They do this in order to be able to deal competently with their 

competitors. In this way, it creates awareness of the happenings in their surroundings and 

enables them to determine ways to improve on it. Thus, Altinay and Wang (2011:674) still 

maintained that entrepreneur orientation contributes to organisational transformation and 

strategic renewal through creation and combination of organisational resources and 

competences. Proving that entrepreneurial orientation is a source of business improvement 

whereby many business owners utilizes their resources to create new things, develop their 

business and adapt to the world of business. 

Entrepreneurial orientation is grounded in the values, intentions and actions of the 

individual who is in charge; the values of a small firm are simply an extension of the values 

of the individual entrepreneur, and therefore influenced by the inherent characteristics of 

the entrepreneurs (Carson & Gilmore, 2000). It infers that business owners engages in 

different forms of activities and develop strategies that result from them achieving 

satisfactory results to better improve on their business. This has also increased their level of 

their strength and spirit towards successfully running their businesses. 
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Additionally, the level of the business owners towards engaging in small businesses 

influenced the survival of their firms (Yazdanfar et al., 2015:101). Small business activities 

are partly determined by inherited practices based on past decisions and activities. This 

means that from the experiences many small business owners have in either way 

experienced a form of positive or negative impact in the way they operate their business. 

That is to say, the business owner with various experiences is more likely to utilize different 

business strategies than a novice or new business owner who just start-up a business for the 

sake of personal interest they experienced. 

3.8 BUSINESS MODEL PERFORMANCE FOR IMMIGRANT AND INDIGENOUS 

BUSINESS OWNERS 

Understanding the factors that determines small scale business model performance is one 

of the notable areas in small business economic literature (Audretsch, 2001:37), (Kimura 

2002) and Rosil (2011:8235). In chapter two, the researcher discussed extensively about the 

concept of business model and performance of small businesses and some of the concept 

talked about include one by Schlafke, et al. (2013:110) and Rezaei et al. (2011:743) which 

state that performance is the achievements in quality and quantity, of an individual or group 

work, and that the employees are critical components of business success and their 

performances directly influence company performance. In many business ventures, the 

employees or the individual business owners are seen as the main object of achieving 

performance. That is to say, the immigrants and indigenous business owners are the drivers 

of performance measurement in a business environment. Their behaviour most times 

determines the outcome of their success of the business or organisation. 

Emmanuel, Dele and Odunlami (2013:2) and Sandberg, Vinberg and Pan (2002) posit that 

performance of foreign and indigenous SM Es owners is their ability to contribute to job and 

wealth creation through enterprises start-up, survival and growth. SMEs performance can 

be seen as the action taken by the business owners to bring about desired performances in 

their various products or services. This action can either result to changes in terms of the 

products or services or even the entire structure of the business. However, there is no 
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specific performance that has been attached to immigrants and indigenous SMEs. 

Depending on the aspect one sees their business; they might be able to determine how best 

certain factors can be identified to yield good results. 

Since small businesses has been seen as an integral component of economic development 

and poverty alleviation of which both immigrants and native are involved. Generally, 

different business owners use various business models, approaches, measures or 

parameters to determine and identify how successful their business will and have 

performed. Looking at an explicit definition of a business model, one can say that for a 

business to perform to an acceptable standard, the company or business owner must 

outline the model that best suits their system that will create and market good value. Since 

business model is seen as a separate entity, it deals specifically on the goals and objective of 

a particular business. Thus, for a model to work perfectly, the employees or business 

owners need to put in their best in that way their performances will yield positive results. It 

is absolutely necessary to determine factors that drive the performances of immigrants and 

indigenous businesses into its competitive advantages. Therefore, in order to achieve good 

performance, it will be meaningful to identify two reasons for discussing the immigrants and 

indigenous SM Es performance. As noted by Schmitz and Platts (2003) and Rosil (2011:8236), 

the first point is that it will provide some knowledge about the current state of SMEs 

performance and secondly, it will enable the would be SMEs to track their position, make 

decisions, motivate employees and communicate effectively in order to improve businesses. 

That is to say, having a good understanding of the performance measurement of both 

foreign and indigenous business owners will positively impact on new and existing business 

owners towards achieving strong competitive advantage. 

However said, there are no generally accepted lists of factors that determine a business 

performance. Many arguments to identify or determine SMEs performance lies in the 

structure-conduct-performance (SCP) framework Rosil (2011:8236) and Makate (2014:2). 

This framework points that firm performance is determined by the activities of the business 

in the market, which is in turn influenced by the structure of the business. In order words, 

the progress obtained from the business itself leads to the way by which the business 

owners structure their business. 
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In the study carried out by Garrigos-Simon, Marques and Narangajavana (2005), four 

parameters were used to identify the performance of a small business or firm (foreign and 

indigenous) namely: 

1. Profit: This includes having a return on assets, return on investment and return on 

sales. 

2. Growth: In terms of sales, market share and wealth creation. 

3. Stakeholders' satisfaction: Giving the customers and employees the satisfaction 

they need. 

4. Competitive position: This includes having overall competitive positions and success 

rate in launching new product. 

According to Garrigos-Simon et al. (2005), these parameters are what SMEs should use in 

identifying how best they have performed. When gaging these performances, it is apparent 

that every business should rely on their ability to achieve profit, growth, competition and 

satisfaction from their business so as to be able to survive in the world of trade. Immigrants 

and indigenous business owners should at all point in time assess their level of performance 

in order to determine those aspects they fall short of and find ways to amend them. 

On the other hand, Emmanuel et al. (2013 :2) argued that SMEs can measure its 

performance by looking at their growth, survival, numbers of employees, capital employed 

and development and so on. Or that SMEs can measure its performance through profit 

margin they achieved from the sales of the products or services, number of branches or 

volume of the business. This infers that owners of small businesses, immigrants and 

indigenous access their level of performance when their business is growing or that they 

have obtained sufficient money that will help them manage their business. They also 

believed that when they obtain profits, then it means that their business is performing very 

well. The purpose of every business person is to make profit. One cannot start a business 

without having an objective of gaining and growing. However, the authors (Emmanuel et al. 

2013:2) listed certain factors that a business owner should use in identifying their 

performance: 
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1. Financial 

The financial aspect of any business is seen as a performance conduct. That is something 

that businesses cannot do without or rather seen as spices that business cannot do without. 

Emmanuel et al. (2013:7) and Ogunjuiba, Ohuche and Adenuga (2004) research work 

indicates that finance contributes to the tune of 25% SMEs success among the determinant 

factors. Most SMEs failed in South Africa because of their inability to gain access to credit 

facilities. This means that the inability for both immigrants and indigenous business owners 

to obtain credit or loan for the growth of their business can have a negative impact on their 

business especially when the business requires capital or have reached the stage for it to 

expand. In view of this, Emmanuel et al. (2013:7) and Banabo and Koroye (2011) shed more 

light by saying that through lending activities, financial institutions inject funds into the 

economy which if it is effectively utilized will improve the standard of living, enhance 

business performance and invariably add value to the bottom line of the economic 

development. It is necessary that enough financial support is giving to business owners to 

enable them boost their business. 

2. Political 

The ability for government to effectively stabilize business policy for investment will indeed 

yield various incentives that can enhance the performance of SM Es by creating a condusive 

environment. That is to say, having a good implementation of business policy will help 

improve many small business owners while also stabilize the economy. 

3. Education 

The immigrants and indigenous business owners should at least have a basic education 

either through formal or informal process. This is done in order to give customers the best 

possible satisfaction they desire. It will be of good effort if government is able to provide 

formal or inform skills that will impact basis entrepreneurial skills to the prospective 

business people. This skill will help increase their business prospects and widen their 

horizon. Yazdanfar et al. {2015:100) and Robb and Fairlie (2007) add that educational level 

of a small business owner has an important impact on business survival and performance. 

Therefore, the need for immigrants and indigenous business owners to actively engage and 

acquire knowledge is essential. 
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4. Infrastructures 

Infrastructures play a critical role for SMEs and these cannot be overlooked. According to 

Emmanuel et al. (2013:8}, the basics infrastructures needed by SMEs include; power, good 

road, network, steady water supply, effective communication system and market are 

referred to as flavor on performance of SM Es. The absence of the aforementioned facilities 

in the life of business owners acts as a pest to some of the businesses. This often led to poor 

performance which invariably can result to winding-up if urgent steps are not taken. To 

establishe this, it is obvious to say that good infrastructural design should be made available 

to support existing and new businesses in order to assist them with the smooth running of 

their business. 

5. Technology 

In this global age, technology has become apparent important in running a business. It is this 

technology that will enable one to effectively communicate anywhere around the world, 

record their goods, stocks and even track down the where about of their goods when on 

transit. Looking from the small business perspective, technology plays an import role 

towards facilitating the smooth running of the business either by assisting the business 

owner in obtaining information on how to grow the business, how to obtain loan, keeping 

record of sales and other expenditures and many more. 

In addition to these, Yusuff, et al. (2011:2) and Alban, Isaac and John (2014:4) also identified 

various factors which influence business performance and are categorised into five 

perspectives: 

- That motivations and goals drive a person into starting a business. The ability for a 

person to desire owning a business can lead the person toward starting the business. 

Social learning theory (Entrepreneurial socialization). That is the ability for a business 

owner to interact effectively with other business owners can yield good 

performance. 

Network affiliation (Contacts and membership in organisation). That is the ability to 

maintain good relationship or even become an active member in their business 

group. 
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Human capital (level of education, skills). Having sufficient skills and basic education 

can develop the performance of the individual. 

Environmental influences (location, sectorial participation and socio political 

variables). Here environmental factors can either affect the business performance 

positively or negatively. 

Yusuff et al. (2011:2) and Alban et al. (2014:4) further add that factors influencing business 

performance could be attributed to personal factors such as demographic variables and 

business factors like the amount of financing, use of technology, age of business, operating 

location, business structure and number of full-time employees as important factors in 

examining the performance as small scale business operators. All these and other factors 

can affect the performance of immigrants and local business owners. 

3.9 CHALLENGES FACED BY IMMIGRANTS' BUSINESS OWNERS 

There are several immigrants who engage themselves in varieties of business when in a 

foreign country. As Yazdanfar et al. (2015 :99) posits that the number of businesses run by 

immigrants has increased in many countries and immigrant entrepreneurship has been a 

research field in recent time like in Sweden academia for two decades. The impact 

immigrants small businesses have brought to many developed and developing world cannot 

be under estimated. Many countries of the world now benefits from the effect of immigrant 

small businesses in their various spheres of life. According to Yazdanfar et al. (2015:99), 

Andersson and Wadensjo (2004), Lange (2005), Darin (2006) and Ljungar (2007), immigrants 

businesses are created due to discrimination tendencies in employment, and the lack of 

recognition of immigrants' education or work experiences. That is to say with the level of 

discrimination many immigrants experienced; it has driven a lot of them into engaging in 

small businesses. Even the immigrants with formal education and experiences are also not 

left out in this discrimination. Many of them without formal job have resort to start their 

own businesses too. However, they still experience various challenges the process like 

interacting and connecting locally with the members of the communities. Some of them find 

it difficult to communicate in the native language this also poses problem when dealing with 

their customers. 
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According to Yazdanfar et al. (2015:100), the emergency of a small immigrant business 

largely depends on access to information, advice, and capital from informal sources rather 

than formal. Proving that the need for many immigrant small businesses to engage 

themselves with various members of their community can yield positive support like 

identifying where and how to seek financial support, receiving advice and even information 

from the community members, friends, relatives and even fellow business counter parts 

both foreign and local business people around their locality. 

In support of this, Turkina and Thai (2013:110) maintained that in order for an immigrant 

person to start a business in a new and foreign land, the immigrants must acquaint 

themselves and acquire social resources that will enable them operate their business. This 

social resource is in the form of having strong social network can assist the person in one 

way or another. Thus, immigrants may face a hash social environment that motivates them 

to rely on their own ethnic network Yazdanfar et al. (2015:100). This implies that the level of 

difficulties experienced by the immigrants in their host countries has made a lot of them to 

depend on forming and engaging with various social groups not particular their fellow 

country members. As a result, it has positively affected their level of success in that a lot of 

them have engaged with many social groups that enabled them obtain information and also 

grows their business. It is to this that Turkina and Thai (2013:110) supports them by saying 

that immigrants business owners success depends on their integration into local business 

networks because they are essential for finding business opportunities and resources. When 

immigrants try as much to interact with various social group or networks, they are bound to 

intergrate themselves with the members of the community. 

Seemingly, immigrant business owners also face limited financial support from the host 

countries Yazdanfar et al. (2015:100). Many of the immigrants struggle to obtain loan from 

the various financial institutions or even various government agencies but with the help of 

their social network, they are able to receive some financial support which also helped them 

to start-up their business. With their level of commitment, they are able to grow their 

business which impacts positively in the economy of the country. Consequently, if these 

immigrant business owners are giving enough financial support, information or even advice 
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from their host countries, there level of success and growth would increase to a higher level. 

It would also bridge the gap between them and their indigenous people as well (Yazdanfar 

et al., 2015:101). To establish this, if sufficient level of support is been given to the 

immigrants business owners by their host countries or the government, their level of growth 

and success would increase. 

Again, the lack of communication or language skills with limited knowledge of the host 

society has negatively affected the existence of immigrants businesses Yazdanfar et al. 

(2015 :100). This infers that the level of challenges immigrants business owners experienced 

from understanding the language of communication and cultural behaviour, has negatively 

affected their success. That is to say, many immigrants suffer from lack of support from 

various support groups, government and community at large and with the lack of sufficient 

assistance by the host countries in some cases has hindered the growth and activities of 

immigrants business. 

Additionally, Quyen (2013:19) maintained that there are seven common barriers faced by 

small business owners that are not only applicable to immigrants for example in Britain, 

France, the United States, Sweden, Germany and the Netherlands but also amongst 

indigenous business owners. These challenges include: 

- Acquiring necessary capital to fund the business 

- Acquiring information that is needed to run the business 

- Acquiring appropriate training and skills that are needed to run a small operation 

Employing and managing an affordable and reliable workforce 

- Coping with tough competition in the new environment 

Managing customers and suppliers relationship 

Protecting the venture from political attacks. 

Many immigrants who find themselves in a foreign land and intend to establish a business is 

often faced with certain challenges. It is these challenge that many other researchers such 

as Fatoki and Patswawairi (2012:135), Tengeh (2012 :347), Tengeh and Lapah (2013:110), 
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Desiderio (2014:8), Tamang (2015:8) and Crush and Ramachandran (2014:11) have 

identified that the immigrants' business owners face in their places of settlement such as: 

(1) Limited finance 

Inadequate access to financial capital is a major obstacle to every SMEs business start-up 

and expansion Agwa-Ejon and Mbohwa (2015:521), Kamunge, Njeru and Tirimba (2014:5), 

Fatoki and Patswawasiri (2012:135), Robertson, Collins, Medeira and Slatter (2003 :308) and 

Pretorious and Shaw (2008:222). Regardless of the nationality, the lack of adequate funding 

tends to be greater for the immigrants than for the native born. The reason could be that 

the requirement needed for anyone to successful access the credit may be lacking; like 

seeking for loan from the bank, the institution or even lack of familiarity from the borrower, 

and terms of policy, discrimination against immigrant borrowers and lack of collateral (e.g. 

home ownership). These characteristics expose credit institutions to greater default risks 

when lending to immigrant business owners. From the above analysis, it could be deduced 

that the immigrants' business owners are faced with the lack finances that can be used to 

support their business. Sometimes, the host countries may be willing to help the 

immigrant's business owners but they will require accessing their profile history in order to 

determine how reliable the business owners have been in their history of business. Thus not 

having sufficient information in this regard may hinder their ability to be assisted financially. 

Furthermore, Volery (2007:38) and Piperpulos (2010:144) believed that accumulating the 

necessary capital for small business creation is one of the major obstacles immigrants 

experience but says that some of these ethnic minority businesses have never used or had 

access to business and financial support from banks and other financial institutions and thus 

had to rely on personal savings and ethnic social resources. This means that many of the 

immigrants' business owners utilize their personal finances or obtain support from their 

friends, families and relatives . This has again limit their ability to obtain sufficient 

information on how to access loan from the financial institutions. To this effect, Nichter and 

Goldmark (2009) argue that it is often unclear whether credit or loan represents a binding 

constraint on firm growth. Kamunge et al. (2014:7) joined by saying that business owners in 

Africa tend to depend upon their own family savings and access to capital remains a 
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challenge. However, most of them cannot meet the requirements for commercial loans, and 

those who do find such loans expensive to maintain. In addition, Rogerson (2006) on the 

other hand mentioned that shortage of finance and/or access to funds impacts upon the 

quality of equipment and machinery of manufacturing firms and of the services that are 

offered by service-based SMEs, which in turn impacts negatively on their overall 

productivity. However, lack of business funding can deter prospective small business owners 

in ability to function effectively. 

(2) Lack of familiarity with the local markets and business infrastructures 

Immigrants in reaching to their place of destination often lack full mastery and knowledge of 

the host country's local market or how weak or strong the market is as well as the business 

infrastructures. The inadequacy of the physical infrastructure is a principle cause for low 

levels of investment and unsatisfactory performance of small and micro businesses. That is 

to say, the foreign persons who travel to their destination country often do not have full 

knowledge of how the countries market exist like the way businesses are been done. The 

same applies to the level of knowledge the immigrant people have on the infrastructures 

that requires effective running of their businesses. Kamunge et al. (2014:7), Fatoki {2014:3) 

and Fatoki and Patswawasiri (2012:136) contend that infrastructures and market levels 

make things happen. It helps feeds and it is fed by trade, it fuels foreign direct investment, it 

backs up the creation and sustainability of industrial clusters, it cuts cost and raises 

competitiveness the economy as people will have options on where to get their goods and 

services. This infers us to believe that having a good infrastructural development or even 

efficient infrastructures, supports the activities of business owners. The immigrants who 

intend starting a business need to be familiar with the markets and infrastructures in their 

destination so as to know what type of business better suits their environment. 

(3) Lack of appropriate residence permits and Visa Policies 

Many countries have adopted and reformed their immigration policies to attract migrant 

business investors and operators Tengeh (2012:353), Tengeh and Lapah (2013 :112) and 

Desiderio (2014:8). These targeted policies are aimed at attracting and selecting immigrants 
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with enough human and financial capital to make their business ventures succeed in the 

host countries. In some countries, such policies are designed to encourage immigrants' 

settlement and investment in specific regions or areas, so as to facilitate subnational 

policymaker's efforts to promote economic development. However, only a small portion of 

immigrants business owners enter their destination country on permit specific to migrant 

business operators and investors. The majority of immigrants who set up businesses in their 

host countries are initially admitted base on employment, visit or study. These have brought 

about the lack of financial institutions in granting credit facilities to the ones whom has 

opted to start-up a business. From the above context, it shows that many immigrants' 

business owners located in the host countries do not measure the required policy standard. 

The reason had been that many of them entered the country as a student or as a visitor or 

any other means other than through business permit. This has affected their levels of 

obtaining financial assistance form the host country as they do not meet certain criteria. 

(4) Xenophobic attack and crime 

Xenophobic attack is one of the notorious challenges faced by African foreign entrepreneurs 

(Khosa & Lalitanyi, 2014:205) especially in South African. This challenge has been 

experienced in the past few years, resulting in enterprises temporarily stopping doing 

business, and some to be out of business permanently. Crush and Ramachandran (2009:5) 

and Schippers (2015:20) explain the concept of xenophobic to be the attitudes, prejudices, 

and behaviour that reject, exclude and often verify persons based on the perception that 

they are outsiders or foreigners to the community, society or national identity. This infers 

that people who do not originally have similar attitudes, or behave in a similar way are often 

regarded as an outsider. Fatoki and Garwe (2010:729) and Schippers (2015:20) argue that 

for many years, the term xenophobia has suffered from a certain degree of vagueness and 

was mainly used as a collective term for depictions of fear, hate or hostility expressed 

towards "foreigners" and mostly "ethnic foreigners". South Africa has become increasingly 

xenophobic in recent years, with a large percentage of South Africans perceiving foreigners, 

especially and almost exclusive black foreigners, as dangerous and undesirable Crush 

(2000:3). This attack has derived many immigrants from engaging themselves into 

establishing a business and the ones existing are also on high alert for any future attack. 
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Crime on the other hand is also one barrier to small business ownership. As Isaac and 

Freidrich {2007:9) carried out a research on the impact crime has upon small businesses. 

They found out that crime has a negative influence on businesses as it increases the 

expenditures or investments the businesses should have used in expanding their business. 

This means that in a place where the crime rate is high, many businesses do not survive 

because of the saftey of the business. This has caused the business owner's into using funds 

that should have been used to expand their business for security measures in order to safe 

guard their businesses from crime. The profit that should have been ploughed back into the 

business has then been used to combat crime. This has hindered the growth of many 

buisnesses. 

(5) Lack of language skills, cultural knowledge and distrust of locals 

According to Altonen and Akola (2012:4) and Hisrich (2010:46), language is a way one 

expresses his or herself through verbal or nonverbal process. There are various ways people 

express themselves, either through body language, eye contact or gestures Altonen and 

Akola (2012 :4). It is absolutely necessary that business owners express themselves in a 

language that the people will understand. Like in South Africa where various languages are 

spoken, business owners should endeavor to speak anyone of the languages in order to 

adapt to the culture of the people. In view of this, Hisrich (20102:46) believes that this is not 

only critical for information gathering and evaluation, but also for communication with all 

involved and ultimately in advertising campaigns as well. The immigrants who are mostly at 

risk need to avail themselves into understanding one or more of the local languages in order 

to help them with their business dealings. 

(6) Inadequate information and business location 

The lack of information is what Turkina and Thai (2013:111) referred to as social 

embededdness. That is the ability for immigrants' business owners to acquire information, 

resources, entrepreneurial propensity, trust and many more to support the smooth running 

of their business. Immigrants' moving to countries appears to lack inadequate information 

on how to go about the type of business they intend to engage into. They start a business 
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base on what they believe customers need without necessarily seeking opinions or 

conducting market surveys to see the need of the people before assisting them. Tengeh 

(2012:352), Kamunge et al. (2014:4) and Levy (2000) argue that many firms in Africa operate 

in an information-poor environment due to lack of adequate business support services and 

the poor information technological infrastructures. People require sufficient information on 

what needs to be done especially in the aspect of products and services and what is 

required in operating the business. More so, accessing business information services has 

over the years greatly enhanced the availability of various information and communication 

technologies. Lots of small businesses operate in isolation like the information 

communication technology (ITCs) due to the cost in operating or using these items. 

Agwa-Ejon and Mbohwa (2015:521), Kamunge et al. (2014:7) and Turner, Varghese and 

Walker (2008) points out that information solution can help mitigate the gap between 

informal and formal sectors of the economies and ease the transition of informal businesses 

to formal sector. With proper information, people can be able to obtain sufficient 

knowledge on how to go about obtaining credit, knowing when to stock their goods, how 

goods are delivered as well as assist in reducing the risk of non-documental credit 

customers. Information sharing can facilitate communication between the supplier and 

customers, by easing the transportation of goods and by easing the marketing of the 

products. Therefore, it is important that ICTs is used in accessing business information 

services for both local and international businesses as it enhance the growth and 

development of SM Es. 

Nevertheless, Mugobo and Ukpere (2012:827) and Kamunge et al. (2014:4) contend that 

most small scale businesses still struggles with the shortage of business premises such as 

offices, warehouses and factories. As such many immigrant business owners who start up a 

business often uses a rented premise for their business transaction . Especially with the 

immigrants who are not familiar with the environment often find it difficult to get a good 

business location or even get a suitable site for their business. Sometimes they may have 

the fund to buy the premises but because of the policy associated with an immigrant in 

buying a property such as documents limitation or inapproapriate permit. Mugobo and 
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Ukpere (2012 :827) also add that finding a business location is a constraint and that 

entrepreneurs should be very careful in choosing the appropriate location where their 

business is conducted. The immigrants sometimes use the available premises they get and 

only to realize that the location is not suitable for their business or that there is no enough 

security in place. To add this, Fatoki and Garwe (2010:731) argue that location also has 

impacts on the market potential and growth opportunities of new enterprises. This means 

that some business locations are not fit for some kind of business activities and as such 

there is need to seek proper advice or obtain sufficient information before embarking on 

the business area. However, Mariotti and Glackin (2012:492) listed the following 

consideration for deciding on a business location as: 

- Access for customers; 

- Access to suppliers; 

- Climate and geography; 

- Convenience; 

Cost of facilities (rent, construction, etc.); 

Demographics; 

Economic conditions and business incentives; 

- Government regulations and laws; 

Labour pool; 

Proximity to competitors and visibility. 

3.10 GAUTENG AS A PASSAGE FOR IMMIGRANT AND INDIGENOUS 

BUSINESS ACTIVITIES IN SOUTH AFRICA 

Gauteng is South Africa's largest province, situated in the country's most populous province. 

It remains one of South Africa's largest integrated economies, displaying glaring disparities 

between the established, predominantly white and formal economy which sometimes 

referred to as the "First Economy" and the emerging predominantly black and informal 

economy also known as the "Second economy" (Chiloane-Tsoka, 2014:114) and (Gauteng 

SMME Policy Framework, 2010-2014). 
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Gauteng is the Centre of South Africa's trade and transport networks. Responsible for close 

to 10% of the sub-Sahara Africa's GDP, it attracts businesses and people from around the 

continent and further beyond (Landau & Gindrey, 2008:3). Gauteng becomes the arriva l 

passage through which many immigrants coming in and out of the country pass through. As 

Landau and Gindrey (2008:4) posits that Gauteng retains it pre-eminent economic position 

within the region, human mobility will continue to be a key characteristics of the Province's 

socio-economic landscape. Many of its residence, are of the believe that it is the gate way 

through which one source for good living and as such many migrate there in search of 

employment and money for living. According to Abor and Quartey (2010), SM Es in Gauteng 

province contribute 52 to 57% to GDP at provincial level and provide 61% of employment 

and contribute 36% alone on GDP at national level. 

Since Gauteng is the Epicenter of Africa, it offers a lot of benefits for SMEs businesses. 

According to Landau and Gindrey (2008:3), Gauteng offers: 

• A good infrastructure and facilities 

• Functional national institutions protecting the right of investors 

• World-class road, rail and air network 

• Low land and commercial building costs 

• Electricity among the cheapest in the world 

• Access to African markets 

• An investor friendly environment 

Gauteng is a fast growing province. It is the home to a vibrant and diverse population of 

people with different races, religions, cultures and ethnicities. The influx of many business 

people has dominated these provinces and it house into three metropolitan municipalities: 

City of Johannesburg, City of Tshwane and City of Ekurhuleni. 

The City of Tshwane which is known as Pretoria offers unique business opportunities that 

allow business to prosper and grow. Highly competitive, it is the investment location where 
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economic opportunities in trade and manufacturing abound Landau and Gindrey (2008:3). 

Tshwane is financially sound and creates employment opportunities across the board. More 

than 50% of the economically active population is self-employed. The City of Tshwane 

promotes public-private partnerships and the development of small, medium and micro 

enterprises by identifying linkages and niches and outsourcing opportunities. The City of 

Tshwane is creating an ever stronger entrepreneurial culture through its many initiatives 

and the local economic development not only promoted economic growth and 

employment, but it also increases the tax base of Tshwane. Tshwane is indeed the anchor of 

South Africa's knowledge economy and is exceptionally well positioned to serve the 

continent in this regard (Ramokgopa, 2014:5). 

The City of Ekurhuleni which is also known as "Africa's Powerhouse" is a strong 

manufacturing and industrial center. It contributes 19.7% of Gauteng's gross domestic 

product {GDP) Landau and Gindrey (2008:3) and Ramokgopa (2014:5). Ekurhuleni is the 

manufacturing hub of the country. The economy in this region is larger and more diverse 

than that of many small countries in Africa. It accounts for nearly a quarter of Gauteng's 

economy, which in turn contributes over a third of the national Gross Domestic product. 

Many of the factories for production of goods and commodities are located in Ekurhuleni, 

often referred to as 'Africa's Workshop' South African Local Government Handbook 

(2012:2). 

The City of Johannesburg is South Africa's largest city, situated in the country's most 

populous province (Peberdy et al., 2004:5). As the financial and manufacturing centre of 

South Africa, the city has seen a concentration of wealth and production. It also has a strong 

business service and possesses the smallest land area, constituting a mere 14% of the 

country; its economy is more than twice that of KwaZulu-Natal or the Western Cape 

Ramokgopa (2041:5). Gauteng is the biggest contributor to national employment and the 

number of employed people grew from 2.7 million in 1995 to 4.88 million people in 2014 

(StatsSA, 2010). Gauteng accounts for more than 10% of Africa's GDP. According to the 

report in the recent Ernst & Young Survey (2014), it shows that since 2010, Gauteng has 

been the most popular foreign investment destination for projects in Africa. We are the 

Gateway to Africa (Makhura, 2015:5) and (Ramokgopa, 2014:5), this means that the 
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business activities going on in the country as a whole enables them pave way for many 

foreigners entering the country to do business. For these reasons, the researcher seeks to 

focus on both immigrants and indigenous small businesses operating in Gauteng province. 

3.11 ENTERPRENEURIAL DEVELOPMENT AND SUPPORT POLICIES TO 

ENCOURAGE BOTH IMMIGRANTS AND INDIGENOUS SMES IN 

GAUTENG PROVINCE 

All countries of the world have a guiding policy that directs the business activities of its 

citizens and immigrants. It is this policy that set a channel or pace as to how businesses will 

be done and carried out especially for the immigrants. The policy will bring about guiding 

principles for small business operation which will positively promote economic growth for 

the country. Chiloane-Tsoka (2014:378), Jost, Popp, Schuster and Ziebarth (2010) and Crush 

(2000:104) posit that the lack of solid integration policies between immigrants and local 

inhabitants would lead to destabilization in poorer communities in South Africa. An example 

of this is the xenophobic attack of 2008 that brought South Africa to shame globally 

Chiloane-Tsoka (2014:378). Many South African are of the believed that the limited 

resources in a considerably new democracy are local inhabitants of the country were not 

realizing the promise of employment, service delivery, economic equality and improved 

standard of living in the new South Africa. That is to say, many of the citizens are still living 

in the past promises and still waiting for the service delivery promised them by the 

government. The collapse of the Apartheid Regime in the early nineties meant the 

renovation of cooperation between South Africa and many countries of the world Tengeh 

and Lapah (2013 :109) and (Peberdy & Rogerson, 2000:21). The fall of Apartheid has led to 

the reinsertion of South Africa in the informal trade network (Crush & McDonald, 2000). 

Meaning that since the end of apartheid region, South Africa has engaged many countries of 

the world into business dealings. This gave rise to what Peberdy and Rogerson (2000) refer 

to as "the New Immigration Regime" which emphasis many African citizens coming into the 

country. Despite the country's restrictive policy on mainly African immigrants, their 

numbers have been on the increase. Many of these African immigrants have seized the 

opportunity to become small entrepreneurs due to insufficient job available in the country. 
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Again Chiloane-Tsoka (2014:380) adds that South Africa encourages small business 

initiatives after realizing that the sector is the backbone of unemployment: especially youth 

unemployment; are critical to mitigate disintegration of communities and call for urgent 

attention. Small business have been of great benefits to many of its citizens in that with the 

lack of unemployment, many of its citizens now engage themselves in one form of business 

or another. 

In view of this, Gauteng provincial government has developed the following policies and 

Strategies for enterprise development and supports which according to Crush (2014:1) are: 

i) Small Macro and Medium Enterprises Policy 

ii) Cooperative Policy 

These policies are aligned to the national policies on enterprise development and support 

and all of them purport to provide the following: 

i) Financial Support such as loans and grants; 

ii) Non-financial support offerings such incubation, market support, mentoring and 

coaching as well as business development (Crush, 2014:1). 

In order to encourage the growth of SMEs, three broad groups of policy measures are 

identified to help immigrant business owners to thrive: 

1) Business-support programs 

Business support programs are aimed to empower entrepreneurs by fostering their human, 

social and financial capital, and to enable favorable conditions for business establishment 

and growth. This program is sometimes funded by the private or public stakeholder Crush 

and Ramachandran (2014:11). This means that the business support program is a program 

that helps deals with the small businesses to carry on their business activities in a successful 

way. According to Crush and Ramachandran (2014:11) such business-support services 

include: 
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a) Entrepreneurship training where skills like developing a how to develop a business 

plans, financial and economic literacy and how to use information and 

communication technology (ICT) are taught. 

b) Help with the fulfillment of administrative procedures for business setup; here it 

includes business registration or affiliation with the relevant chamber of commerce 

or professional body. 

c) Counseling for complying with tax regulations, labour law, and social security 

obligations. 

d) Legal advice on licensing and intellectual property 

e) Mentoring and support in accessing relevant business networks as well as 

establishing contracts with suppliers and potential customers. 

f) Help in raising start-up capital through facilitated access to bank loans and 

unconventional finance such as micro credit instruments and business angels. 

These types of activities are not only in support for the immigrant enterprises but also for 

the native-born as well Crush and Ramachandran (2014:11). 

2) Targeted business-support programs for immigrant entrepreneurs 

This program is aimed to help immigrants overcome the specific challenges that are faced 

by immigrants in setting up and expanding a business. They may be offered to all 

immigrants or to specific subgroups, such as newly arrived immigrants, immigrant women, 

or refugees. However, this targeted business-support programs for immigrant 

entrepreneurs are particularly common in traditional immigration destinations such as the 

United States and Canada, and European countries that have a long immigration developed 

comprehensive integration policies. Targeted business-support programs for immigrant 

entrepreneurs may include measures from one or more of the following categories: 

a) Knowledge-based services to help develop country-specific human capital and 

business skills, including language course, multilingual financial literacy and 

entrepreneurship training modules. 

b) Mentoring and network-building initiatives to facilitate the acquisition of 

country-specific business skills and social capital, including business-to-business 
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advice and training and enhanced opportunities to connect with the mainstream 

business community. 

c) Tailored counseling and assistance on administrative procedure, recruitment 

practices and compliance with tax regulations 

d) Targeted measures to facilitate access to credit, such as the provision of 

guarantees and quality-assurance labels to improve the credit worthiness of 

immigrants' enterprises. 

However, targeted support programs for immigrant business owners are a useful policy tool 

to promote equal opportunities for immigrants starting, running, and expanding a business 

as they help offset the relative disadvantages that immigrant entrepreneurs and the newly 

arrived in particular face relative to their native-born peers Crush and Ramachandran 

(2014:11). In order words, the benefit this program has will successfully assist many 

upcoming immigrants' business owners especially those who are not familiar with the 

environment to find their feet. 

3) Structural policies promoting an entrepreneurship friendly environment 

The high value business ventures held by both immigrant and native born tend to be 

concentrated and thrive in entrepreneurship-friendly ecosystems. According to Crush and 

Ramachandran (2014:11), the ecosystems are the key components of a broad range of 

mainstream and targeted business support and are in large shaped by structural policies in 

the areas of general administration, taxes, labour market regulation, economic and 

industrial development etc. These policy interventions may contribute to creating an 

entrepreneurship-friendly environment for both immigrants and the native-born population 

Crush and Ramachandran (2014:11). These include: 

a) Simplifying and speeding up the administrative procedures that requires business 

setup registration, and management 

b) Enhancing labour market flexibility to facilitate recruitment 

c) Strengthening entrepreneurial education and training 

d) Providing enhanced support for scientific research and innovation 

e) Promoting an entrepreneurial culture. 
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3.12 CONCLUSION 

South Africa today faces an unprecedented inflow of migrants from all over the world, the 

majority of who have the potential to contribute positively to the country's economy 

through small scale businesses. Several people troop in and out of South Africa in search of 

greener pastures. However, there engaging in various business activities have in one way or 

another contributed to the development of the economy. 

This chapter discussed the various aspects of challenges and obstacles experienced by both 

immigrant and indigenous business owners which in essence are what constitute 

immigration. The causes of these challenges were identified from different researchers and 

were discussed extensively. However, a saying that goes like nothing happens in isolation 

pushed the researcher into discussing various motives that drives people into small 

businesses especially the immigrant's. It is also interesting to know that the researcher 

touched about the reason for choosing Gauteng province and not any other province. 

People desire to succeed in life that is why they engage themselves doing different things. 

With the immigrants, running their day-to-day business activities, there is need to provide 

some guiding policies that seeks to help control their activities in order to direct them 

towards achieving their set target. Some of these policies were also discussed in details to 

help support both the existing and intending business owners in South Africa and beyond. 

1741 Page 



CHAPTER 4 

RESEARCH METHODOLOGY 

4.1 INTRODUCTION 

In this chapter, detailed description of the approaches taken in the research, strategies and 

designs used in the study are discussed. The chapter revisits the objectives of the study, 

research questions, data techniques and analysis. Research is undertaken to find a solution 

to a problem and this study presents a detailed guide to the research methodologies in 

determining the business models performances of foreign and indigenous business owners. 

The paradigm used enables a deeper understanding of the problem under investigation. 

The researcher used a mixed method design for the study and it includes both the 

quantitative and qualitative techniques. The study applied a mixed method design due to 

the nature of the study and its relation to small and medium businesses (SM Es). The mixed 

method approach applied in this study enhances triangulation and it is used in order to 

obtain information and clarity on the business models used as well as to identify other 

business models used by foreign and indigenous business owners in Gauteng province. 

The chapter focuses on describing the types of research, philosophical paradigms, the 

research designs, target population, instrument testing, the use of quantitative and 

qualitative design as well as various data techniques and analysis done. In order to ensure 

trustworthiness, the researcher addresses ethical issues such as confidentiality, anonymity 

and informed consent. Different research methods are therefore debated, eventually 

justifying the preferred method chosen to research the problem. 

4.2 DEFINING A RESEARCH 

The word research has been so widely used in everyday speech that few people have any 

idea of its true meaning. According to Quinlan (2011:9), Rajasekar, Philminathan and 
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Chinnathambi (2006:1), Kumar (2005 :6) Welman et al. (2005:2), Cohen, Manion and 

Morrison (2005:6) Hughes (2006) Leedy and Ormrod (2010:2), Bryman and Bell (2011:150), 

research is a systematic process of collecting, analyzing, and interpreting information (data) 

in order to increase our understanding of a phenomenon about which we are interested or 

concerned. That is to say, a research is a systematic way of collecting and interpreting 

information gathered in order to solve the problems encountered in our daily lives. It is this 

problem that drives people towards searching for answers to their daily live problems. 

Therefore, in order to find the solutions to these problems encountered in our daily lives, 

there are seven steps (Onwuegbuzie & Collins, 2007:290), that are used as a guide for 

problem solving encountered by the people. According to Onwuegbuzie and Collins 

(2007:290) these seven distinct steps are used as a key guide for this study and they include: 

(a) determining the research questions (b) formulating the research purpose (c) formulating 

the goal of the study (d) determining the research objectives of the study (f) selecting the 

research design, (g) selecting the sampling design and (h) selecting the sampling scheme. 

These steps are presented below to show the goal of this study. 
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Figure 4.1: Steps involve in this research 

Determine the research question 

\I/ 

Formulate the research purpose and goal of the study 

Determine the research objectives of the study 

' , 
Select the research design 

' , 
Select the sampling design 

,11 

Data analysis 

Source: Onwuegbuzie and Collins (2007:291) 

4.2.1 Determine the research questions 

The main research question of this study is: 

1. What are the factors that cause foreign-owned businesses to outperform indigenous

owned businesses in Gauteng province? 

In order to address this question, the following sub-objectives were investigated: 

i) What socio demographic profile affects the type of business model created? 

ii) What specific challenges of SMEsaffect the type of business model created? 

iii) What socio demographic profile affects the type of measures employed? 
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iv) What is the effect of specific challenges on the choice of performance measures 

employed? 

v) What is the effect of socio demographic profile on how the entrepreneur ensures 

the success of SM Es? 

vi) What specific challenges affect the success of SM Es? 

2. What business model framework is needed to successfully drive the small scale 

businesses into sustained competitive advantage? 

4.2.2 Determine the research purpose and goals of the study 

The purpose and goal of the research is to determine the factors that are used by the 

immigrants and indigenous small scale businesses in Gauteng that enable them to attain 

economic development in South Africa. It is also intended to contribute to the rare 

literature on standard measures required for successful business model performance for 

new and existing small scale business owners in South Africa, thereby meeting both 

academic and strategic goals. 

4.2.3 Determine the research objectives 

The following research objectives are used for this study: 

1. To determine the factors that cause foreign-owned businesses to outperform 

indigenous-owned businesses in Gauteng province. 

In order to address this objective, the following sub-objectives are investigated: 

i) To find out how the socio demographic profile affects the type of business model 

created. 

ii) To find out how specific challenges of SMEs affect the type of business model 

created. 

iii) To find out how the socio demographic profile affects the type of measures 

employed. 
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iv) To find out the effect of specific challenges on the choice of performance 

measures employed. 

v) To find out the effect of socio demographic profile on how the entrepreneur 

ensures the success of SM Es. 

vi) To find out the specific challenges that affects the success of SM Es. 

2. To propose a business model framework needed to successfully drive the small scale 

businesses into sustaining competitive advantage. 

4.2.4 Select the research design 

A research design is a blueprint for the collection, measurement and analysis of data based 

on the research questions of the study (Cohen et al., 2005:73; Sekaran & Bougie, 2014:95; 

Groenewald, 2004:4; De Vaus, 2000:9; Saunder, 2014:170; David & Sutton, 2004:16 and 

Babbie& Mouton, 2010:86). Its function is to ensure that the evidence obtained enables the 

researcher to answer the initial question as unambiguously as possible. That is to say, with 

research design, various methods and means are used to gather information on how to 

search various research problems. 

Burns and Grove (2001:223), De Voss (2000:9), and Creswell (2003:5) add that a research 

design is the systematic plan and procedure a researcher develops to study a scientific 

problem. It is a rationale for choosing one design over another within any given context. A 

research designs assists the researcher to provide adequate knowledge and excellent 

judgments about the problems around them. 

Similarly, Saunders et al. (2012 :158), Kumar (2005:7), David and Sutton (2004:16), Sekaran 

and Bougie (2014:96) indicate that with research design, the problem under investigation is 

answered using various approaches that deliver the required results. For instance, different 

research designs such as exploratory, descriptive and causal or explanatory design can be 

used in solving various problems under investigation. Burns and Grove (2001:223) and 

Sekaran and Bougie (2014:96) assert that the design decision becomes more rigorous as the 

researcher proceeds from using the different research design from the exploratory stage 
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(exploring new ideas), to the descriptive stage (describing certain characteristics of the 

phenomenon), to the causal or explanatory stage (hypothesis testing) as it relates to the 

purpose of the study. Therefore, it is important to use any or one of these research designs 

to acquire answers to the phenomena under investigation. 

4.2.4.1 Types of Design 

There are different research designs such as: 

Figure 4.2: Research Design 

Types of 

research design 

Source: Own source 

► Causal or Explanatory design 

Causal/ Explanatory design 

Descriptive design 

Exploratory design 

Causal design also known as explanatory design is at the heart of the scientific approach to 

research. According to Hammond (2005:243), Saunders et al. (2012:172), De Vaus (2000:19), 

Trochim (2006:10) and Sekaran and Bougie (2014:98), causal study tests whether or not one 

variable causes another to change. That is to say, the manipulation of one variable, called 

the independent variable, affects another variable, called the dependent variable. 

Explanatory research was channeled in the theory and was used to answer the "how and 

why" questions (Sekaran & Bougie, 2014:98) for the study. For this reason, several of the 

variables about the business model performances of the immigrant and indigenous business 

owners took on different values which could be observed from the study. Variables such as 

nature of business, age of business owners, business location, level of education, gender, 

nationality, challenges and characteristics of SMEs which includes business failure, reasons 

for starting a business, marketing challenges, resource availability and obstacles 
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encountered in starting and growing a business also helped in achieving the desired goal of 

the study. 

► Descriptive design 

The descriptive research design helped provide answers to the questions of who, what, 

when, where, and how associated with the research problem (Saunders et al., 2012:171). 

Following from the work of Burns and Grove (2001:201), De Voss {2009:13), Hammond 

(2005 :242) and Babbie and Mouton (2010:76), descriptive study is designed to provide a 

picture of a situation as it naturally happens. This proves that an accurate account of 

characteristics of a particular individual, event or group, problems and activities in real-life 

situations are identified and described using a descriptive method. 

In using a descriptive research design, it provides an accurate description for somet hing that 

is occurring, and it is used extensively when the research purpose is to explain, monitor and 

test hypothesis (Saunders et al., 2012:221). Moreover, the descriptive design helps to a 

lesser extent make predictions and discovery on the subject of study. For instance, using a 

descriptive design can help obtain information on the perceptions and views of the 

performance of the business model of immigrants and indigenous business owners in 

Gauteng. 

► Exploratory design 

Exploratory design is a valuable means to ask questions, to discover what is happening and 

gain insights about a topic of interest (Babbie & Mouton, 2010:79; Coldwell & Herbst, 

2004:10; Saunders et al., 2012:171 and Sekaran & Bougie, 2014:96). 

Hammond (2005:242), Hughes (2006 :4), Sekaran and Bougie (2014:96) maintain that an 

exploratory study attempts to discover general information about a topic that is not well 

understood by the marketer or researcher. It is often used to establish an understanding of 

how best to proceed in studying an issue or what methodology would effectively apply to 

gather information about the issue. If the problem is new to the researcher, then 

exploratory design is best suited to obtain answers to the research problem. In addition, 

exploratory research may be conducted to obtain greater understanding of a concept or to 
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help crystallize the problem {Babbie & Mouton, 2010:79 and De Lisle, 2011:88). In spite of 

this, the researcher can use this type of study to diagnose a situation, screen for alternatives 

and discover new ideas and solutions to the research problem. 

Therefore, it may be deduced that a descriptive explanatory design is used because it seeks 

to provide an accurate description of observations of the phenomenon. Thus using the 

descriptive explanatory design provides better understanding of the opinion of immigrant 

and indigenous small business owners on various business models that relate to their 

business performances. Following from the contributions of Sekaran and Bougie {2013:97), 

Hammond {2005 :242), Babbie and Mouton {2010:79), Coldwell and Herbst {2004:9) and 

Langdridge and Hagger-Johnson {2004:391), descriptive design is a non-experimental 

research design that is used to observe and measure a variable when little conceptual 

background has been developed on specific aspects of the variables under study. For the 

sake of argument, it can be said that using a descriptive explanatory design helped the 

researcher to identify several factors that enable immigrants SMEs business owners to 

outperform indigenous SMEs business owners. This involved the collection of both 

qualitative and quantitative data that better describes the various factors that relate to 

business model performances of small businesses. 

Johansson {2003:4) adds that descriptive data collection in qualitative research is central to 

open, unstructured qualitative research interview investigation. This led us to believe that 

the researcher held what was already known in suspension, while listening attentively to the 

informants to describe the factors they use to successfully run their businesses. Thereafter, 

it assisted the researcher to gain a better understanding of why immigrant businesses 

outperformed the locals' small business in Gauteng province after the data was collected. 

Hence, the result indicates whether the business models used by immigrant business 

owners in Gauteng are different or the same with the business models used by the 

indigenous businesses. Finally, this proved whether the result obtained was applicable to 

other provinces in South Africa. 
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4.2.5 Select the sampling design and the sampling scheme 

Sampling is an important step that guides the research in the study. The purpose is that it 

helps inform the quality of inferences made by the researcher that stems from the 

underlying findings (Onwuegbuzie & Collins, 2007:281; Bazeley, 2002:3 and Latham, 

2007:3). The sampling design and scheme that was used for this study is discussed later in 

the chapter. 

4.3 RESEARCH PARADIGMS 

Research paradigm may be best defined as a "worldview". It can be described as a basic set 

of beliefs or assumptions that guide a researcher's set of beliefs and feelings about the 

world and how it should be understood and studied. A paradigm is a way of examining social 

phenomena from which particular understandings of these phenomenon can be gained and 

explanation attempted (Saunders et al., 2012:140; Creswell, 2014:5; Cameroon, 2011:99; 

Neuman, 2006:81; Levers, 2013:3; Scotland, 2012:9; Ponterotto, Mattew & Raughley, 

2013:43; Greene & Caracelli, 2003:10; Mertens, 2005:7; Bazeley, 2002:2 and Cameron, 

2009:142). This means that paradigm enables a researcher to know what needs to be done 

in order to solve the problem under investigation. When we conduct any form of research, 

we need to be able to answer the research questions in order to obtain the answers to 

those questions; we also need to follow the appropriate research process. 

On the other hand, Rocco, Bliss, Gallagher, Perez-Prado (2003:20), Creswell (2006:64), 

Neuman {2006:81) and Sandelowski (2000:247) posit that a paradigm is a way of looking at 

the world. It is composed of certain philosophical assumptions that guide and direct thinking 

and action. The philosophical paradigm for a research takes three forms of inquiry. These 

three elements are qualitative, quantitative and mixed method inquiry. However, they are 

combined to form approaches to research and they still influence the practice of research. 

The researcher views the problem and then decides how and what needs to be done to 

solve the problem. Equally, Creswell (2014:5), Cameroon (2011:99) and Neuman {2006:81) 

posit that paradigm makes claim on what knowledge is all about (ontology), how we know it 

(epistemology), what values go into it (axiology), how we write about it (rhetoric) and 
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processes for studying it (methodology). This leads us to believe that when a problem is 

under investigation, the researcher sees the problem in their own way and then make 

certain assumptions about how they learn and what they learn during the inquiry. 

In addition, Creswell (2014:6) mentioned that there are four schools of thought about 

knowledge claims. These include: 

► Post positivism 

► Constructivism 

► Advocacy participatory 

► Pragmatism 

4.3.1 Post positivism knowledge 
In post positivism, its assumption is based on what warrants knowledge. That is to say, what 

is it that brings about the knowledge? Post positivism is sometimes called the scientific 

method, quantitative research, positivist research, empirical science and post positivism 

Creswell (2014:7). According to Creswell (2014:7), Levers (2013:3) and Hevner (2007:89), 

this knowledge is referred to as positivism that challenges the traditional notion of the 

absolute truth of knowledge and recognizes that we cannot be "positive" about our claims 

of knowledge when studying the behaviour and actions of humans. This demonstrates the 

researchers' ability to pay close attention to what information obtained during the process 

of generating solutions to the problem. 

4.3.2 Constructivism 

In constructivism, the individual seeks understanding of the world in which they live and 

work. They develop subjective meanings of their experiences and focus on participant views 

of the situation being studied. It is to this that Levers (2013:4) and Hevner (2007:90) 

contend that constructivism brings about processes of interaction among individuals and it 

is mainly qualitative in nature (which is an open-ended process). Let us say that when there 

is an issue at hand, there is need that the researcher obtains relevant information that 

directs them towards obtaining the relevant answers to the problem. 
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4.3.3 Advocacy knowledge 

In advocacy knowledge, the individual feels that the post positivist was used to impose 

structural laws and theories that did not fit marginalized individuals or group, the advocacy 

emerged in order to help these marginalized peoples voices to be heard (Levers, 2013:4 and 

Hevner 2007:90). 

4.3.4 Pragmatic knowledge claim 

In pragmatic knowledge Creswell (2014:12) argued that knowledge claims arise out of 

actions, situations, and consequences rather than antecedent conditions. The problem here 

is mostly important as the researcher utilizes all approaches to understand the problem. 

This pragmatic knowledge uses a mixed method approach and it focuses attention on the 

research problem using pluralistic approaches to derive knowledge about the problem. 

Creswell (2014:13), Bazeley (2002:8) and Cameroon (2011:99) identified various bases for 

knowledge claims which are as follows: 

Pragmatic is not committed to any one system of philosophy and reality. That is 

mixed method. 

In pragmatic methods, individual researchers have a freedom of choice. Since the 

study used mixed method, it accords the researcher the opportunity to choose freely 

what method, techniques and procedure answers their question. 

In pragmatic approaches, the researcher did not see the world as an absolute unity. 

The researcher uses both qualitative and quantitative approach in order to obtain 

the best understanding of the research problem. 

Pragmatism also opens doors to multiple methods, different world views, and 

different assumptions as well as using different forms of data collection and analysis 

in the mixed method study. 

In this study, a pragmatic knowledge provides empirical justification for the use of mixed 

approaches to the degree that they work in practice and produce desired outcomes. The 

researcher bases the inquiry on the assumption that collecting diverse types of data best 

provides an understanding of a research problem. The study begins with a broad survey in 

order to generalize results to a population and then focuses, in a second phase, on detailed 
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qualitative, open-ended interviews to collect detailed views from participants. The 

advantages of collecting both closed-ended quantitative data and open-ended qualitative 

data prove advantageous to best understand a research problem. 

4.4 THE RESEARCH APPROACH 

There are three approaches to research namely; the quantitative research, qualitative 

research and mixed method. All these are elements involved in the knowledge claims, the 

strategies and the method in a research. 

4.4.1 Quantitative Research 

Quantitative research methods attempt to maximize objectivity, replicability, and 

generalizability of findings, and are typically interested in prediction Saunders et al. 

(2012 :162), Creswell and Garrett (2008:321), Coldwell and Herbst (2004:15), Hughes 

(2006:3), Olson (2004:23). It is one in which the researcher primarily uses postpositive 

claims for developing knowledge. Quantitative research design can be seen as glue that 

holds the research project together. A design is used to structure the research, to show how 

all of the major parts of the research project, the samples or groups, measures, treatments 

or programmes, and methods of assignment work together to address the central research 

questions (Olson,2004:24) and (Brown& Lloyd, 2001:351). 

According to Creswell (2003:3), Coldwell and Herbst (2004:15), Welman et al. (2010:7) and 

Brown and Lloyd (2001:351), quantitative research tests objective theories by examining the 

relationship among variables. These variables, in turn, can be measured, typically on 

instruments, so that numbered data can be analyzed using statistical procedures. 

Quantitative researchers seek explanations and predictions that will generalize to other 

persons and places. The intent is to establish, confirm, or validate relationships and to 

develop generalizations that contribute to existing theories Taylor (2005:91) and Leedy and 

Ormrod (2010:95). The quantitative researcher inquires how knowledge can be t ranslated 

into a numeric value. This most frequently requires the use of closed-ended questions on 

survey, limiting the possible answers to those identified by the researcher (Tewksbury, 

2009:44). 
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Quantitative method includes closed-ended information such as attitude, behaviour, or 

performance instruments. It may also involve using a closed-ended checklist, on which the 

researcher checks the behaviours that is seen. In using quantitative design, the data 

collection makes assumptions that behaviour can be explained by facts. It keeps the 

research process as stable as possible since it focuses on the causal aspects of behaviour 

and the collection of facts. Quantitative research also enables the researcher to project 

findings onto the larger population through an objective process (Babbie, 2007:23; Welman 

et al., 2010:7 and Borrego et al., 2009:53). 

According to Leedy and Ormrod (2010:95), the main strengths of quantitative data 

collection are that it provides: 

Numeric estimates 

- Opportunity for relatively uncomplicated data analysis 

Data which do not require analytical judgment beyond consideration of how 

information will be presented in the dissemination process 

Data which are verifiable 

Data which are comparable between different communities within different 

locations. 

Weaknesses of the quantitative method include: 

Limited participation by affected persons in the content of the questions or direction 

of the information collection process 

- Gaps in information - issues which are not included in the questionnaire, or 

secondary data checklist, will not be included in the analysis 

- A labour intensive data collection process. 

However, the data collection techniques used must serve the needs of the study which in 

this case is aimed at identifying the business models used by both the foreign and local 

business owners of SM Es in Gauteng province. 
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4.4.2 Qualitative Research 

Saunders et al. (2012:163), Olson (2004:24), Hughes (2006:4), Welman et al. (2010:8), 

Coldwell and Herbst (2004:13), Johnson and Christensen (2008:34), Burns (2000:11), Brown 

and Lloyd (2001:351), Borrego et al. (2009:55), Johnson and Onwuegbuzie (2004:14) 

contend that qualitative research methods focus on discovering and understanding the 

experiences, perceptions, and thoughts of participants. That is it is used when the 

researcher does not know what to expect on the subject of investigation. Qualitative 

research explores meaning, purpose, or reality and is based on empirical investigation and 

evidence. It is constructive in nature and involves ethnographic design and observation of 

behaviour (Johnson & Christensen, 2008:34 and Burns, 2000:11) Qualitative research is a 

situated activity that locates the observer in the world (Brown & Lloyd, 2001:351). It consists 

of a set of interpretative, material practices that make the world visible. These practices 

transform the world into a series of representations, including field notes, interviews, 

conversations, photographs, recordings, and memos to the self(Saunders et al., 2012:163; 

Olson, 2004:24; Hughes, 2006:4 and Welman et al., 2010:8). 

According to Creswell (2003:3) and Bazeley (2002:2), Johnson and Christensen (2008:34), 

Welman et al. (2010:8), Coldwell and Herbst (2004:13), Saunders et al. (2012:163) and 

Lictman (2006:8) qualitative method is a means for exploring and understanding the 

meaning individuals or groups ascribe to a social or human problem. The process involves 

emerging questions and procedures, data typically collected in the participant's setting, data 

analysis inductively and the researcher making interpretations of the meaning of the data. 

Qualitative data consists of open-ended information that the researcher gathers through 

interviews with participants. Open-ended questions asked during these interviews allow the 

participants to supply answers in their own words. 

Qualitative researchers seek a better understanding of complex situations. Their work is 

sometimes (although not always) exploratory in nature, and they may use their observations 

to build theory from the ground up Lictman (2006:8), Johnson and Christensen (2008:34) 

and Leedy and Ormrod (2010:95). This method can be used to prove or disprove facts that 

the researcher has already identified as potential reasons for explaining behaviour. 
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Qualitative research enables the researcher to change the data progressively so that a 

deeper understanding of what is being investigated can be achieved Welman et al. (2010:8). 

Tewksbury (2009:39) and Driscoll et al. (2007:19) contend that the strengths of qualitative 

methods include: 

Rich and detailed information about business models 

Perspectives of specific social and cultural contexts 

In depth analysis of the study under investigation 

- A data collection process which requires limited numbers of respondents 

- A data collection process which can be carried out with limited resources. 

Its weaknesses include: 

Results in data which is not objectively verifiable 

Requires a labour intensive analysis process (categorization, recording, coding etc) 

Needs skills interviewers to successfully carry out the primary data collection 

activities. 

In this case, it involves the experiences of immigrant and indigenous business owners 

towards using a specific business model to achieve performance. 

4.4.3 Mixed Method Research (MMR) 

The term mixed methods is most commonly applied to research involving a combination, 

within a single project, of quantitative and qualitative approaches to data gathering and/or 

analysis Saunders et al. (2012:164). Mixed methods research has been described as the 

"third methodological movement" (following quantitative and qualitative oriented 

approaches) Bryman and Bell (2011:640), Cameron (2009:143), Caruth (2013:113), Pardo 

and Gil-Garcia (2005:3), Lieber (2009:218), Cameroon (2011:96), Johnson and Onwuegbuzie 

(2004:17), Creswell, Clark, Gutmann and Hanson (2007:164), Borrego et al. (2009:53). It 

involves the collection of both quantitative and/or qualitative data in a single study in which 

the data are collected concurrently or sequentially, are given a priority, and involve the 

integration of the data at one or more stages in the process of research. A major strength of 
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mixed methods research is that it can combine the strengths of quantitative and qualitative 

research and minimize their weaknesses (through combination) in a single research study. 

Its primary weakness is that it is more difficult to conduct (because you must be an expert in 

both quantitative and qualitative research) and is more expensive. 

According to Saunders et al. (2009 :183), Hughes (2006:5), Bryman and Bell (2011:640), 

Driscoll et al. (2007:19), De Lisle (2011:92), Johnson and Onwuegbuzie (2004:17) and Phillips 

and Burbules (2002:121) mixed methods research uses quantitative and qualitative data 

collection techniques and analysis procedures either at the same time (parallel) or one after 

the other (sequential) but does not combine them. This means that, although mixed method 

research uses both quantitative and qualitative world views at the research methods stage, 

quantitative data are analyzed quantitatively and qualitative data are analyzed qualitatively 

(Ponterotto et al., 2013:48). 

Mixed method is pragmatic in nature and it involves knowledge claims about collection of 

both quantitative and qualitative data sequentially. Combining quantitative and qualitative 

research helps to develop a conceptual framework, to validate quantitative findings by 

referring to information extracted from the qualitative phase of the study, and to construct 

indices from qualitative data that can be used to analyze quantitative data (Onwuegbuzie & 

Leech, 2005:383) and (Spicer, 2004:145). Quantitative research is typically motivated by the 

researcher's concerns, whereas qualitative research is often driven by a desire to capture 

the participant's voice (Onwuegbuzie & Leech, 2005:383). Pragmatic researchers are also 

able to merge these two emphases within a single investigation. Here, the researcher bases 

the inquiry on the assumption that collecting diverse types of data best provides an 

understanding of a research problem. 

Mixed method attempts to bring together methods from different paradigms. It begins with 

a broad survey in order to generalize results to a population and then focus, in a second 

phase, on detailed qualitative, open-ended interviews to collect detailed views from 

participants. The advantages of collecting both closed-ended quantitative data and open

ended qualitative data prove advantageous to best understand a research problem. 
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Hashemi (2012:207) and Johnson and Onwuegbuzie (2004:17), point out that several studies 

have addressed mixed research designs and based on extensive literature reviews and 

rigorous content analysis. Ponterotto et al. (2013 :51) and Creswell (2009:211) identify types 

of mixed method design as follows : 

l)Concurrent triangulation design 

2)Concurrent embedded design 

3)Sequential explanatory design 

4)Sequential exploratory design 

5)Sequential transformative design 

1. Concurrent triangulation 

Concurrent triangulation refers to the use of more than one approach to the investigation in 

a research question in order to enhance confidence in the ensuring findings Borrego et al. 

(2009:58), Creswell et al. (2007:183), Bamberger (2012:20), Yeasmin and Rahman 

(2012:154), Cameron (2009:144) and Bazeley (2002:3). Triangulation techniques are helpful 

for cross-checking and used to provide confirmation and completeness, which brings 

'balance' between two or more different types of research Bryman and Bell (2011:442) and 

Ponterotto et al. (2013:53). The purpose is to increase the credibility and validity of the 

results. The result obtained from one method can help develop or inform the other method. 

One method can also provide insight into different levels or units of analysis or the method 

can serve a larger, transformative purpose to change and advocate for marginalized groups. 

The purpose of this design is to "obtain different but complementary data on the same 

topic" to best understand the research problem Olsen (2004:15). The reason is to bring 

together the differing strengths and no overlapping weaknesses of quantitative methods 

with those of qualitative methods. Concurrent triangulation is used when the researcher 

wants to directly compare and contrast quantitative statistical results with qualitative 

findings or to validate or expand quantitative results with qualitative data (Olsen, 2004:15). 

An example will be: 
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Figure 4.3: Triangulation design 

ll Interpretation 

QUANTITATIVE DATA & base on QUALITATIVE DATA & 

RESULTS quantitative and RESULTS 

qualitative 

Source: Own source 

However, with concurrent triangulation, there is a limitation. It requires great effort and 

expertise to adequately study a phenomenon with two separate methods. It can also be 

difficult to compare the results of two analyses using data of different forms (Olsen, 

2004:15). 

It is presumed that credibility can also be enhanced with triangulation, which uses several 

methods to study one phenomenon (Holloway & Wheeler, 2002; Houghton, Casey, Shaw & 

Murphy, 2013:14 and Burns & Grove, 2005). The two main purposes of triangulation are 

confirmation and completeness. Confirmation is the process of comparing data gathered 

from multiple sources to explore the extent to which findings can be verified (Houghton et 

al., 2013:14). If the data gathered through different methods are found to be consistent, 

this can increase confidence in the credibility of the findings (Houghton et al., 2013:14). On 

the contrary, completeness of data is concerned primarily with gathering multiple 

perspectives from a variety of sources so that as complete a picture as possible of 

phenomena can be portrayed (Burns & Grove, 2005 and Houghton et al., 2013:14). For 

example, in confirmation, interviews were conducted to both the foreign and local business 

owners in identifying the factors that enabled each one of them to perform. The similarity 

and differences in the results of these two methods confirm findings. 

2. Concurrent embedded design 

The embedded design is one in which one data set provides a supportive secondary role in a 

study based primarily on the other data type Cameron (2009:144}, Borrego et al. (2009:58}, 

Creswell (2008:4} and Caruth (2013:114}. That is it gathers quantitative and qualitative data 

at the same time while one's design purpose is to support the findings of the other 
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f NWU l L)BRARY 
design.The reason for this type of design is that a single data set is not sufficient, as it 

requires different questions to be answered with each question having different types of 

data. In using this design, the researcher needs to include qualitative or quantitative data to 

answer a research question within a largely quantitative or qualitative study. It is useful 

when the researcher needs to embed a qualitative component within a quantitative design. 

This model is used in order to enable a researcher gain broader perspectives as a result of 

using the different methods as opposed to using the predominant method alone. In 

addition, a concurrent embedded model may be employed when a researcher chooses to 

utilize different methods to study different groups or levels Cameron (2009:144} and 

Bazeley (2002:3}. Example: 

Figure 4.4: Embedded design 

QUANTITATIVE Interpretation 

1--•-. based on QUAN 
(qual) results 

Source: Own source 

QUALITATIVE 
Interpretation 

based on QUAL 

(quan) results 

This design also has a limitation. The data needs to be transformed in some way so that they 

can be integrated within the analysis phase of the research. If the two databases are 

compared, discrepancies may occur that need to be resolved because the two methods are 

unequal in their priority. It also results in unequal evidence within a study, which may be a 

disadvantage when interpreting the final results. 

3. Sequential explanatory design 

The explanatory design is a two-phase mixed method design. It is characterized by the 

collection and analysis of quantitative data in a first phase of research followed by the 

collection and analysis of qualitative data in a second phase that builds on the results of the 

initial quantitative results lvankova, Creswell and Stick (2006:5}, Creswell et al. (2007:178}, 

Borrego et al. (2009:59}, Cameron (2009:144}, Caruth (2013:114} and Creswell (2009:211}. 

Important consideration is given to the quantitative data and the mixing of the data occurs 

when the initial quantitative results inform the secondary qualitative data collection. 
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Sequential explanatory design is used to explain and interpret quantitative results by 

collecting and analyzing follow-up qualitative data (Saunders et al., 2012:167). The strength 

of this design is that it is useful when unexpected results arise from a quantitative study. 

However, its weakness is the length of time involved in data collection with the two 

separate phases especially when they are given equal priority (Saundera et al., 2012:167). 

Example: 

Figure 4.5: Explanatory design 

' 
i 

QUANTITATIVE Qualitative 
Interpretation based 

.... ' ) qua I results , ,.. QUAN 

-

Source: Own source 

4. Sequential exploratory design 

In this design, the result of the first method (qualitative) can help develop or inform the 

second method (quantitative) Saunders et al. (2012 :167), Creswell et al. (2007:179), 

Cameron (2009:144), Borrego et al. (2009:59), Caruth (2013:114) and Creswell (2008:6). The 

purpose of this design is to use quantitative data to assist in the interpretation of qualitative 

findings. Its primary aim is to explore a phenomenon as well as helps a researcher who 

wants to expand on the qualitative findings. The model is useful for researchers who want 

to build a new instrument. However, their weakness is that it requires a lot of time to 

complete both data collection phases, which can be a drawback for some research 

situations (Cameron 2009:144). Again, the researcher has to make some key decisions about 

which findings from the initial qualitative phase get focused on in the subsequent 

quantitative phase (Creswell 2009:212). Example: 

Figure 4.6: Exploratory design 

' ' 
Interpretation based on ' 

QUALITATIVE ..... Quantitative ' QUAL ~ qual results ,.. ,.. 

--
~ -- -· .. 

--

Source: Own source 
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5. Sequential transformative design 

The sequential transformative design is a two-phase project with a theoretical lens 

overlaying the sequential procedures (Creswell 2009:213). It is either qualitative or 

quantitative followed by a second phase either qualitative or quantitative that builds on the 

earlier phase. In this design, the researcher may use either method in the first phase of the 

research, and then weight can be distributed evenly to both phases Langdridge and Hagger

Johnson (2004:380), Borrego et al. (2009:59) and Cameron (2009:144). The purpose of a 

sequential transformative research is to best serve the theoretical perspectives of the 

researcher and give voice to diverse perspectives, to better advocate for participants, or to 

better understand a phenomenon that is changing as a result of being studied (Caruth, 

2013:114) and (Creswell, 2009:213). Sequential transformative design shares the strength 

and weaknesses of sequential explanatory and sequential exploratory strategy. For 

example: 

Figure 4.7: Transformative design 

Quantitative data 

collection and 

anal sis 

Source: Own source 

Follow up with 

4.4.3.1 The research approach used in the study 

Qualitative data 

collection and 

analysis 

The research approach used in this study is a mixed method research. Mixed method 

research enabled the researcher to answer the different types of questions relating to 

business models and its effect on business performance. It helped reduce alternative 

explanations of findings, and provide multiple types of validity in a single study. 

Seemingly, the approach enabled the researcher to understand the phenomenon of interest 

under investigation which is to determine the business models used by foreign-owned 

business that enables them outperform the indigenous-owned business in Gauteng 

Province. To do this, the researcher used both quantitative and qualitative method and its 
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processes to obtain data. The researcher used a close-ended quantitative data and an open

ended qualitative data to understand and generate the answers to the research problem 

Borrego et al. (2009:59) and Cameron (2009:144). Since different methods can be used for 

different purposes which is, using a quantitative data collection approach (questionna ire) 

and qualitative data collection approach (interview) to answer the questions (Creswell 

2009:213). After the quantitative data has been collected, the researcher then resorts to the 

use of interview in order to get different views on business performance model used by the 

business owners. According to Langdridge and Hagger-Johnson (2004:380), mixed method 

approach contributed to this study in the following ways: 

a) Reduce alternative explanations of a finding 

b) It can help provide multiple types of validity in a single study 

c) Provide fuller, deeper, more complex, and more comprehensive explanation 

d) It can help connect theory to practice (i.e. general to specific) 

e) It can compensate for the weaknesses of one method by the systematic inclusion of 

another method and help provide inferences 

f) It can provide rich, detailed, subjective data and objective quantitative data in the same 

study. 

From the mixed method design, a concurrent triangulation design method was applied . The 

reason was that different methods (qualitative and quantitative) are used to assess the 

business models used by immigrants and indigenous small business owners Borrego et al. 

(2009:59), Cameron {2009:144) and Langdridge and Hagger-Johnson (2004:380). Since it is a 

type of design in which different but complementary data was collected on the same topic, 

it helped provide confirmation and completeness by bringing balance between two or more 

different types of research. 

In the same way, one method can help develop or inform the other method and provide 

insight into different levels or units of analysis. Triangulation can also assist because it helps 

offset the weaknesses of quantitative and qualitative methods as well as ascertain if the 

findings from one method mutually corroborate the findings of the other (Creswell 

2009:213). The researcher used the questionnaire as a quantitative instrument to describe 
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and explain the effect or impact of business models and how it relates to their 

performances after which the interview was applied as a qualitative instrument to identify 

and obta in theories of business models used by the business owners and how it relates to 

their performances too. The reason for collecting both quantitative and qualitative data is to 

bring together the strengths of both forms of research to collaborate results (Langdridge & 

Hagger-Johnson 2004:380). The researcher integrated all data and reports them separately 

in order to clarify or better understand the problem. Using concurrent triangulation also 

gave equal priority to assess the problem under investigation (Saunders et al., 2012:169). 

This study involves two groups of participants engaged in small and medium business. In 

order to obtain their opinion on business model, there is need to use a method that extracts 

information from the groups, and mixed method was chosen to meet these expectations. 

Nevertheless, using a mixed method helped gain a better understanding of the subject 

under investigation through the use of different kinds of data gathering instruments. Again, 

mixed method helped extract information from the business owners in Gauteng province 

{Ekurhuleni, Johannesburg and Tshwane) on various business models used to achieve 

competitive advantage. To establish the opportunity mixed method brings, two kinds of 

questions were designed, quantitative {questionnaire) for confirming the business models 

used and qualitative {interview) for identifying the business model from the business 

owners. 

4.5 RESEARCH DESIGN 

Research design and research method can be used interchangeable. Research design is a 

plan that guides someone to achieve something {a scientific experiment) (Maxwell, 2013:3). 

It is the entire process of the research from identifying the problem to the final analysis. 

Saunders et al. {2012:136) note that research design is the general plan of how the 

researcher answers the research question{s). The importance of clearly defining the 

research question cannot be over-emphasized. It contains clear objectives, derived from the 

research question{s), specify the sources from which the researcher intends to collect data, 
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and consider the constraints that the researcher inevitably has (e.g. access to data, time, 

location and money) as well as discussing the ethical issues. 

In addition, Rajasekar et al. {2013:5) state that research methods are the various 

procedures, schemes and algorithms used in research. That is to say all methods used in 

carrying out the study are termed research methods. Research methods help us collect 

samples, data and find a solution to a problem. In this research method, all the process that 

was followed is highlighted starting from identifying the participants, data collection to 

presentation of results. 

4.5.1 Strategies of inquiry used in this study: Descriptive research approach 

According to Creswell (2009:231), research strategies are philosophical assumptions process 

aimed at data gathering, analysis and data reporting. According to Saunders et al. 

(2012 :141), there are different kinds of design or strategies for example; experiment, 

survey, triangulation, embedded method case study, action research, grounded theory, 

ethnography and archival research and many others. Some of which clearly belong to 

deductive approach, others to the inductive approach. For the purpose of this study, the 

chosen strategy is triangulation method. This method refers to the use of different data 

collection technique within one study in order to ensure that the data are telling you what 

you think they are telling you. 

Another form of strategy that can also suit this study is ethnography. Ethnography is rooted 

firmly in inductive approach and it emanates from the field of anthropology Saunders et al. 

(2012 :149). The purpose is to describe and explain the social world the research subjects 

inhabit in the way in which they would describe and explain it although it is time consuming 

and takes place over a long period of time Saunders et al. (2012:149). This study is an 

inductive study and is more on social world than hypothesis testing. 

The descriptive research approach portrays an accurate profile of persons, events or 

situations Robson (2002:59) and Saunders et al. (2012:140). According to Burns and Grove 

(2003:201), Bryman (2012), descriptive research "is designed to provide pictures of a 
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situation as it naturally happens". It may also be used when one wants to justify the current 

situation to make judgment as well as develop a theory. For the purpose of this study, 

descriptive research was used to obtain information on business owners' opinion on the 

business model performance measurement. As part of the objective, this study proposed a 

business model framework that is needed to successfully drive the small scale businesses 

into sustaining competitive advantage. The use of descriptive or explanatory research can 

be useful as it reports only the number and/or percentage of the foreign and South African 

business owners in each category. It also describes the situation without addressing any 

relationships between variables or groups (Borrego et al., 2009:54). 

As a methodology in this study, descriptive design has as their main objective the accurate 

portrayal of the characteristics of persons, situations or groups (Polit & Hungler, 2004:716). 

This approach is used to describe variables rather than to test a predicted relationship 

between variables (Polit & Hungler, 2004:716). In using descriptive strategy, it enabled the 

researcher to collect accurate data and provide a clear picture of the phenomenon under 

study (Polit & Hungler, 2004:716). Thus, the descriptive research was particularly 

appropriate because an accurate and authentic description was required of the experiences 

of the foreign and South African business owners on the use of business models. 

4.6 RESEARCH TECHNIQUES 

4.6.1 Data ollection techniques 

Data collection techniques allow us to systematically collect information about our objects 

of study (people, objects, phenomena) and about the settings in which the information took 

place Quinlan (2011:220), Chaleunvong (2009:2), Saunders et al. (2012:348) and Harris and 

Brown (2010:5). Data collection has to be systematic. If data are collected haphazardly, it 

will be difficult to answer our research questions in a conclusive way Chaleunvong (2009:2). 

There are various research procedures of collecting data such as questionnaire, interview, 

document analysis and observation (Chaleunvong, 2009:2). Since this study utilizes a mixed 

method approach, the primary form of data collection used was a questionnaire and an 

interview and the secondary data was gathered through a literature study. According to 
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Zohrabi (2013:254) these different ways of gathering information can supplement each 

other and hence boost the validity and dependability of the data. 

Harris and Brown (2010:1) argued that questionnaire and interviews are often used 

together in mixed method studies. Whi le questionnaires can provide evidence of patterns 

amongst large populations, qualitative interview data often gathers more in-depth insight 

on participant attitudes, thoughts and actions (Brookhart & Durkin, 2003:27) . The two 

instruments questionnaires (close-ended) and interview (structured) were used in order to 

obtain comprehensive information from the individuals involved in this study. However, 

they both have weaknesses. 

4.6.2 Data collection techniques used in this study 

The data collection techniques used in this study is discussed in detail below. 

4.6.2.1 Questionnaire 

► Questionnaire 

Questionnaire is doubtless one of the primary sources of obtaining data in any researcher 

process Zohrabi (2013:255). It is a quantitative method, a well-established tool within social 

sciences research for acquiring information on participants' social characteristics, present 

and past behaviour, standards of behaviour or attitudes and their beliefs and reasons for 

action with respect to the topic under investigation Saunders et al. (2012 :380), Zohrabi 

(2013 :255), Harris and Brown (2010:1) and Bird (2009:1307). Questionnaires provide a 

relatively cheap, quick and efficient way of obtaining large amounts of information from a 

large sample of people. According to Saunders et al. (2012:380) and Harris and Brown 

(2010:1), questionnaires are usually viewed as a more objective research tool that can 

produce generalizable results because of large sample size. Although, it can be threatened 

by many factors such as: biased questionnaire design and wording, misunderstanding by the 

participants, errors in coding and many more. In addition, questionnaire research can be 

seen as over-reliant on instruments and, thus, disconnected from everyday life, with 

measurement processes creating a spurious or artificial sense of accuracy (Bryman, 2012). 
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Acharya (2010:2) and Zohrabi (2013:254) identified two types of questionnaires; open and 

closed-ended. 

Closed-ended: Also referred to as structured questionnaires can provide a number of 

alternative answers from which the respondents is instructed to chooseZohrabi (2013:254). 

It can provide the researcher with quantitative or numerical data and can be place into a 

category called nominal (Yes or No) or ordinal data (strongly 

agree/agree/neutral/disagree/strongly disagree) Zohrabi (2013:254). 

Open-ended: Open-ended referred to as unstructured questionnaires that allow people to 

express what they think in their own words Zohrabi (2013:254). Open-ended questions 

enable the respondents to answer in as much detail as they like in their own words. It is 

mainly used in an exploratory research, when you require a detailed answer or when you 

want to find out what is uppermost in the respondent's mind Zohrabi (2013:254). 

For the purpose of this study, closed-ended questionnaire were used. The questions were 

arranged in the form of multiple choices where participants were allowed to select from 

among alternatives the answer to the question asked. These answers will then support the 

data gathered for the interview. 

4.6.2.1.1 Data procedures 

In this section, the main process followed in designing, handling and analyzing the 

questionnaires used in this study is discussed below: 

► Principles of questionnaire 

A good questionnaire design is important in order to generate data conducive for the goals 

of the study (Bulmer, 2004:354; Creswell, 2003:246 and de Vaus, 2002:379). In order to 

ensure reliability and validity, questionnaire format, sequence and wording, behavioural, 

knowledge and perception questions, and questionnaire length and output need to be 

considered (Bird, 2009:1310). The principal requirement of questionnaire format is that 

questions must be in sequence logical order and it must allow a smooth transition from one 

topic to the next (Sarantakos, 2005:464). This logical process will ensure that participants 
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understand the purpose of the research and that they will carefully answer questions to the 

end of the survey (McGuirk & O'Neill, 2005:147). 

► Data techniques 

The subdivision of the chapter of the study covers how the quantitative data were managed 

for quality and consistency. The process began with the pilot study testing the usefulness of 

the information provided and eliminating those questions that do not generate data. 

Saunders et al. (2012:450) posits that the purpose of pilot test is to refine the questionnaire 

so that respondents will have no problems in answering the questions and there will be no 
I 

problems in recording the data. Twenty (20) pilot test were conducted among which twelve 

(12) were foreign business owners while eight (8) were South African business owners. The 

quantitative data were given designation number for identification purpose. The data were 

later entered on the spreadsheet (Microsoft Excel) in order to dictate and eliminate data 

error and was later sent to supervisor for checking and verification. 

► Designing the question 

The questionnaire used was adapted from previously used articles, thesis and researchers 

own input on the subject of study. A closed-ended questionnaire was used because they are 

economical and can provide large amounts of research data for relatively low cost (Bryman, 

2012). With this type of questionnaire, a large sample size can be obtained which should be 

representative of the population which a researcher can generalize from (Bryman, 2012). 

The category of data used here was ordinal data because it involves using a rating scale to 

measure the strength of attitudes or emotions of business owners. The questions were 

designed using constructs and variables that had been identified in the literature review 

described in chapter 2 and 3 of this study. The measuring questions were all aimed at 

showing the causal relationship between the business models used by the foreign and 

indigenous business owners as well as how it relates to their performance. All the questions 

were checked to ensure that they were relevant to the objectives of the study and that 

elements of bias were not available. The questionnaire was designed in such a way that an 

ordinary business owner/manager can answer the question by selecting from 

predetermined answers (e.g., Likert scale, multiple cho ice responses) . 
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► Likert scale 

A Likert scale is composed of a series of four or more Likert-type items that are combined 

into a single composite score/variable during the data analysis process Quinlan (2011:327), 

Boone and Boone (2012:3) and Saunders et al. (2012 :436). It is commonly used to measure 

attitude, providing a range of responses to a given question or statement. Saunders et al. 

{2012 :436), Quinlan (2011:335) and Janieson (2004:1212) said that Likert scales fall within 

the ordinal level of measurement. That is the response categories in Likert scales have a 

rank order, but the intervals cannot be presumed equal. The ranking order can be seen 

using 5 categories of response, from (for example) 1 = strongly disagree, 2 = disagree, 3 = 

undecided, 4= agree to 5 = strongly agree. The legitimacy of assuming an interval scale for 

Likert type categories is an important issue, because the appropriate descriptive and 

inferential statistics differ for ordinal and interval variables and if the wrong statistical 

techniques is used, the researcher increases the chance of coming to the wrong conclusion 

about the significance (or otherwise) of this research. Methodological and statistical text are 

clear that for ordinal data one should employ the median or mode as the "measures of 

central tendency' because the arithmetical manipulations required to calculate the mean 

(and standard deviation) are inappropriate for ordinal data Janieson (2004:1212). In 

addition, ordinal data may be described using frequencies or percentages of response in 

each category. The questionnaire used for the study contains the Likert scale. It was used in 

such a way that it will enable the respondents answer the questions. 

Table 4.1: Representation of the scale code 

Strongly disagree Disagree Undecided Agree Strongly agree 

1 2 3 4 5 

The scale codes for this study are explained in the table below. The numerical values 1 and 2 

are regarded as negative, 3 as neutral and 4 and 5 as positive Janieson {2004:1212). 
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Table 4.2: Scale codes and description 

Scale code Scale description 

1- Negative Strongly disagree: this indicates that the respondent has no 

knowledge of the element that is evaluated 

2- Negative Disagree: this indicates that the element of the dimension does 

play a role in the dimension 

3- Neutral Undecided: This indicate that the element of the dimension 

4- Positive Agree: this indicates that the element of the dimension is 

important to the dimension and that it should be part of the 

dimension 

5- Positive Strongly Agree: This indicates that the element of the 

dimension plays an active role in the dimension and that it is 

essential and should definitely be included in the dimension. 

Source: Janieson (2004:1212). 

The advantages of using the above scale are the effective utilization of space, quick 

assessment of questionnaire and facilitation of comparisons between answers. 

► Recording of questions 

In this study, a quality outcome is needed. To ensure that, the research questionnaire was 

rearranged in such a way that the participants can easily complete without experiencing 

difficulty. The questionnaire in this study consists of four sections, namely section A, B, C 

and D. Section A consisted of two part (Part one and Part two) . Part one consists of twelve 

questions relating to the socio-demographic information about the small business owner. 

The aim of this part is to determine whether the socio-demographic profile affects the 

performance of the immigrants and indigenous business owners in Gauteng. For instance, 

questions like age groups, business location, gender, nationality, nature of business, origin 

of business owner and so on were asked. Question 1 to 12 were developed from Radipere 

(2012) thesis on the analysis of local and immigrant entrepreneurship in the South African 

small enterprise sector (Gauteng Province). Part two consists of seven questions based on 

the challenges of SMEs in South Africa and the purpose is to test whether the specific 
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challenges affects the performance of business models. Questions 13 to 19 were developed 

from the thesis on Agbenyegah {2013) on the challenges facing rural entrepreneurship in 

selected area in South Africa. For example, questions like the formality, marketing 

challenges, starting the business, resource availability on SM Es and so on were also asked. 

The second section which is the Business model building blocks comprises of six sub sections 

81 to 86 was obtained from the article of Osterwalder and Pigneur (2009) on Business 

Model Generation as well as the researchers input. Sub-section 81 comprise of value 

creation (proposition) and consists of 7 questions which is aimed to test how the business 

owner seeks to solve customer problems and satisfy customer needs with value proposition. 

Next is 82 which is the communication process (channel) consists of 6 questions aimed to 

describe how business owners communicate with and reaches its customers segments to 

deliver their product and services. Then 83 which is to create effective customer 

relationship consists of 4 questions aimed to describe the type of relationships business 

owners establishes with specific customers segments. Following this is 84 which is to create 

sustainable revenue streams consist of 5 questions that represent how a business owner 

generates cash from the customer segments. BS which is also the effective management of 

key resources and partnership consists 5 questions was again aimed to describe the network 

of suppliers and partners that make the business model work. Lastly on this section is 86 

which is the effective management of cost structures consisting of 3 questions aimed to 

describe all costs incurred to operate a business model. 

Consequently, Section C is comprised of business performance measurement and has two 

sub-sections Cl and C2. It was obtained from the thesis by Wu (2009) on Measuring 

Performance in Small and Medium Enterprises in the Information & Communication 

Technology Industries. Cl comprises performance measures implemented consist of 7 

questions aimed to test the effectiveness of financial performance measurement for SM Es. 

Sub-section C2 which is the customer relationship performance measurement consists of 16 

questions aimed to describe how the business owners implement the customer relationship 

performance measurement system to achieve success. 
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Finally, Section D which comprises of 14 questions was extracted from Fatoki (2014) on the 

entrepreneurial alertness of immigrant entrepreneurs in South Africa and from Reginald and 

Millicent (2014) on the challenges and key success factors of African descent foreign-owned 

SMEs in the Eastern Cape province of South Africa: A case of selected towns as well as from 

the researchers input. The aimed was to ensure whether immigrants and indigenous 

entrepreneurs contribute towards the success of SMEs as well as to evaluate and judge 

opportunities accorded to them. 

4.6.2.2 Interview 

Interview is a qualitative research procedures, a systematic way of talking and listening to 

people while at the same time you record. It is a means of collecting qualitative data from 

individuals through conversations (Saunders et al., 2012:372), Quinlan (2011:290) and 

Zohrabi (2013:255). The interview helped the researcher to gather information on the topic 

from the respondents about their thought and ideas on the topic been investigated. That is 

by trying to get the original information from someone who is expected to have something 

related to the problem (Quinlan, 2011:290). Since the researcher cannot observe the 

informants feeling and thinking, conducting an interview facilitates what is going on 

regarding that problem in the life of the person. Cohen et al. (2005:267) said that when a 

person is conducting an interview he or she is trying to obtain information from the person 

they feel has the answer to that problem. That is interviews enable participants to discuss 

their mind on the activities going around them with the person who needs the information. 

In the same way, Zohrabi (2013:255), Harrell and Bradley (2009:25) and Quinlan (2011:374) 

argued that the purpose of interview is to reveal existing knowledge in a way that can be 

expressed in the form of answers and so become accessible for interpretation for the 

concerned person. 

Harrell and Bradley (2009:25), Cohen et al. (2005 :273) and Quinlan (2011:374) suggested 

that there are three forms of interview namely; unstructured, semi-structured and 

structured interview. Unstructured interviews are conducted in an unplanned way (Cohen et 

al., 2012:274). That is the researcher does not have any form of question asked during the 

interview section. It only arose as questions are asked by the interviewer and the participant 

gives answers. Everything on the research process, the questions that are asked and the 
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answers given all depends on the researcher Cohen et al. (2012:274). In the semi-structured 

interview, the researcher prepared the questions they want to ask even though it varied as 

time goes on. 

For this study, the structured interview was used because the atmosphere around which the 

interview is conducted is such that the researcher obtained enough answers from the 

question under investigation. In this process, the research asked the already prepared 

questions one after another to the participants while at the same time record the responses 

obtained . In a situation where the participants do not understand the question, the 

researcher explained to the participants clearly in a language they needed to understand if 

possible. The questions are asked in such a way that the business owners understood what 

business models they use. Nonetheless structured interviews are used to gather data 

Saunders et al. {2012:374) and the data are quantified. 

4.6.2.2.1 Development of the interview for the study 

The interview as a form of qualitative design was used to obtain confirmatory information 

used by both the foreign and local l::iusiness owners on the subject of study and the 

questions were also formed from the quantitative instrument (questionnaire) used for the 

study. Below is the structure of the interview questions: 

► Section 1: The interview question comprises part one and two. Part one consists of 

the socio-demographic of the respondents while Part two consists of the challenges 

and characteristics of SMEs. The questions were summarized from the quantitative 

questionnaire of section A. 

► Section 2: The section comprises of Business Models Building Blocks. The interview 

questions were summarized in such a way that each question represents a section 

on the building block. 

► Section 3: This section relates to Business Performance Measurement. It consists of 

four (4) questions and the aim was to confirm as to whether the foreign and local 

business owners makes use of performance measurement. 
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► Section 4: This section consists of ensuring the success of SMEs. It consist of six (6) 

questions aimed at identifying various factors the foreign and indigenous business 

owners used in carrying out their businesses. 

The interviews questions were asked in such a way to confirm the questionnaires 

instrument. The interview and meeting were arranged with the business owners, 

consequently face-to-face interviews were conducted and nonverbal interview 

communication was also applied. In using a qualitative instrument, it gives more 

information on the subject of study. Hence to gain initial insight into what the participants 

think and feel about the business models performance measurement used. 

The interview started with the interviewer introducing herself together with the research 

objectives. After that, the interviewer then asked the questions as they were structured on 

the interview questions. The interviewee was given enough time to elaborate and answer 

the questions in accordance with the structure and objectives. While the recording was 

going on, the researcher was also taking notes on the points. For instance, section A has to 

be answered before the interviewer move to section B. After all sections were answered, a 

closing remark was made. 

4.6 RESEARCH POPULATION AND SAMPLING USED IN THE STUDY 

The research design that was used for this study are data population (the population for this 

study), data sample (the sampling for this study), data collection (the interview and 

questionnaire that was used as a source of primary data collection), content analysis and 

handwritten (manual) coding method and Statistical package for the Social Science (SPSS). 

4.7.1 Data Population 
A population means the whole group of people, including the events, or every interesting 

thing that the researcher wishes to investigate Quinlan (2011:206), Coldwell and Herbst 

(2004:74), Saunders et al. (2012:260) and Sekaran and Bougie (2013:240). Population 

includes every persons, objects and events that constitutes something of value Yount 
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{2006:1). That is to say, a population consists of all the subjects you want to study. Plumper 

and Neumayer {2013:4) said that a population is a set of subjects (such as individuals, 

groups, institutions, countries etc) that has something to do with what you want to know. It 

exists only if the subjects can be separated from other subjects that do not belong to the 

very population. 

4.7.1.1 Defining the population 

The population of the study is SMEs in the business cluster sector (retailer, services, 

manufacturers and wholesalers) . This business sector belongs only to two umbrellas; the 

retail and the service. According to FinScope {2011:8), the overview of the nature of small 

businesses in South Africa, means that a significant majority {78. 7%) offered retail services 

whilst only {21.3%) provide services to their client. Every one of the small business owners 

bought and sold the product in the same form. But less than two in five retailers added 

some value to a product before it was sold to their clients. FinScope (2011:8) indicates that 

only one in five small business owners provide services to their clients and {62%) of services 

provided renders a skilled service like plumbing or hairdressing; {6%) renders a professional 

service like a medical or legal services; {5%) renders building and/or construction services; 

{3%) renders tourism related services and the rest {24%) renders other kinds of services like 

a car wash, gardening etc. 

However, 34% of small business owners from Gauteng were significantly more likely to 

render services than their counterparts in order provinces, as well as professional services 

too. While 65.8% are in the retail sector. This sector contributes significantly to the GDP of 

South African economy. Thus the focus of the study is to determine the business model 

used by the foreign and the indigenous small and medium businesses in Gauteng. The 

reason the researcher focused on Gauteng was because it remains the economic and 

industrial hub of South Africa, contributing more than Rl-trillion to the national economy 

Thulo (2015). Since Gauteng contributes 36% to the country's GDP, and 10% of Africa's GDP, 

it still rema ins the biggest contributor to national employment. The number of employed 

people grew from 2.7 million in 1995 to 4.88 million people in 2014 Thulo (2015). There is 

no doubt that the Gauteng economy makes a large and important contribution to the South 
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African economy. Its role as a manufacturing and financial power house within South Africa 

and the Southern Africa region means that it is an important provider of goods and services 

to the other provinces in South Africa and other countries in the regional economy Thulo 

(2015). This study focused on the SMEs in Gauteng's major cities of Johannesburg, 

Ekurhuleni and Tshwane - areas that have experienced dramatic changes in their business, 

residential complexion and business make-up over the past decade (Rogerson, 2004:5). The 

geographical area was chosen as it comprises the industrial and financial capitals (Tshwane 

and Johannesburg) of the country. The examination of SMEs in Johannesburg, Ekurhuleni 

and Tshwane is of particular interest, because these three cities are the focal points for 

much of the recent international migratory flow into South Africa and large parts of the 

cities have been taken over by foreign migrants businesses (Rogerson, 2004:5). The City of 

Johannesburg, Tshwane and Ekurhuleni Municipality has accounted for most of the imports 

from other provinces GPG (2007:52). 

In 2005, the City of Johannesburg was the main importer accounting for 58% of the 

provincial imports, Ekurhuleni and Tshwane also accounted for 23% and 18.5% respectively 

(GPG, 2007:52). Again, with Gauteng been rooted in the history of South Africa, it is 

characterized by wealthy cities. Of all the municipalities, Johannesburg accounts for the 

largest share of Gauteng's output and employment, followed by Ekurhuleni and the 

Tshwane (GPG, 2007:52). Ekurhuleni is the second largest sub economy in Gauteng. Its gross 

output was R123 billion and R202 billion in 1995 and 2005 respectively (GPG, 2007:52). The 

City of Tshwane is the third largest sub-economy in Gauteng province. It had real output 

values of R92 billion and R155.5 billion in 1995 and 2004 respectively (GPG, 2007:52) . 

Since the population of the study is focused on Gauteng province, it is important to identify, 

the numbers of existing small businesses in that region. According to the DTI (2008:28), 

there is no simple way to determine a definite number of small businesses in South Africa . 

The total number of persons owning and managing SMEs in both the formal and informal 

sector is unknown because the Labour force survey (LFS), figures are reported for big and 

small enterprises combined. However, the number of businesses owned or managed by the 

2.43 million individuals in South Africa is not reported. Moreover, in March 2007, there 
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were 1.87 million enterprises, big and small, listed in the Stats SA Integrated Business 

Register (DTI, 2008:28). This register covers only the formal economy and excludes sole 

proprietors and partnerships (DTI, 2008:28). From the Stats SA Integrated Business Register 

DTI (2008:28) statistics, about 556 000 of the 1.87 million enterprises were regarded as 

economically active, and a total of 536 000 operated as SM Es. However, the total number of 

SMEs covering both the formal and informal sectors cannot confidently be determined on 

the basis of the data available (DTI, 2008:28). The reasons are twofold: 

• The LFS does not report figures of SM Es as a separate category 

• The LFS reports figures for individuals whereas the Stats SA Integrated Business 

Register reports figures for enterprises DTI (2008:87). 

It is therefore mandatory that we ask ourselves this question: How many are small 

businesses in Gauteng? The first approach to the number of businesses is to look at the 

number of individuals who work on their own or with a partner in any kind of business 

including subsistence farming DTI (2008:87). From this DTI (2008:87) records, from the 

period March 2005 to September 2007, Stats SA's LFS provides the estimations below in the 

table. 
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From the above table, it could be deduced that there is no specific number that accounts for 

the exact number of people who operate small businesses in South Africa . 

However, according to the lntergrated Business Register in SEDA {2016:12), South Africa had 

553 419 enterprises in 2007, of which only 17 251 {3.1%) were classified as large enterprises. 

The DTI estimated a total of 2.26 million SMMEs in South Africa in 2007, of which more than 

75% operated in the informal sector. They based this estimate on the QLFS published by 

StatsSA {SEDA, 2016:12). To give an overview of the SMME sector in Gauteng province, SEDE 

{2016:16) further state that over the last seven years, the number of SMMEs in South Africa 

increased by only 3%, from 2.18 million in 2008Ql to 2.25 million in 2015Q2. This growth is 

significantly less than the 14% expansion in GDP over the same period . Among the provinces, 

Limpopo had the highest growth rate in its number of SMMEs (34%), followed by Gauteng 

{14%). Nevertheless, nearly half of South Africa's formal SMMEs operate in Gauteng {46%). In 

addition, Gauteng also has the most informal SMMEs {31%), followed by KwaZulu-Natal {19%) 

SEDA {2016:17). 

Based on the above findings, it can be deduced that the studies by the different sources was 

done at different times which make the number difficult to identify. Coming to the current 

economic changes, it may possibly be that from the period the information was generated, 

there could have been many changes that took place. Changes like, de-registration of 

businesses, having new businesses, expansion of business branches, old business wound up, 

non-economically active businesses, increase in different types of business and maybe the 

existence and non-existence of public and personal challenges affecting the people and many 

more. It was then appropriate to use the SEDA {2016:1) numbers of SMMEs which was the 

most current of all the sources for this study. According to SEDA {2016:1), they used the 

financial indicators to compare the size of SM Es according to economic sector, their tax, wages, 

interest and rents paid and they came up with the following: the number of SMMEs amount to 

2 251821, number of formal SMMEs 667 433 and number of informal SMMEs 1497 860. Out of 

this number of SMMEs, 30.5% operate in Gauteng which is to say, 687 556 business owners 
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operate in Gauteng. Therefore, the population of the study was 687 556 business owners who 

operate in both the retail and service sector of the SM Es. 

It is therefore necessary to conduct the study on how effective these small businesses perform 

and also to identify the business models they use in their respective businesses. However, only 

one population of SMEs in Gauteng was used (namely the foreign/immigrant and 

indigenous/local business owners). The SMEs in the population were randomly selected. The 

population size was 687 556 SMEs in retail and service industry. The study was therefore base 

on 687 556 SM Es. 

4.7.2 Data Sample 

A sample is a subset of the population where members used for the study are selected. Sample 

is referred to as a "subgroup of a population" Latham (2007:2), Phrasisombath (2009:4), Ajay 

and Micah (2014:2), Quinlan (2011:208), Coldwell and Herbst (2004:74), Saunders et al. 

(2012:261), Schreuder, Ernst and Ramirez-Maldonado (2004:2) and Brown and Lloyd 

(2001:351). Samples can be selected or randomly selected, and for it to be a true sample, all 

observations of the population need to have an identical priority probability of being drawn 

into the sample (Plumper & Neumayer, 2013:4). 

Importantly, Brown and Lloyd (2001:351), Mugo (2011:1) and lsmaila (2011:61) all said that 

sampling is the act, process, or technique of selecting a suitable sample, or a representative 

part of a population for the purpose of determining parameters or characteristics of the whole 

population. The purpose of sampling is to draw conclusions about populations from samples 

with a population's characteristics by directly observing only a portion (or sample) of the 

population, which is cheaper than observing the whole population (Mugo, 2011:1) and Brown 

(2001:351). There are two forms of sampling that can be used in a research, probability or non

probability. 
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In probability samples, each member of the population has a known, non-zero chance or 

probability of being selected and their methods include random sampling, systematic sampling, 

and stratified sampling Teddlie and Yu {2007:79), Quinlan {2011 :209), Coldwell and Herbst 

{2004:74), Saunders et al. {2012:262) and Mugo (2011:2). In non-probability sampling, 

members are selected from the population in some non-random manner and their methods 

include convenience sampling, judgment sampling, quota sampling, and snowball sampling 

Quinlan {2011:213), Coldwell and Herbst {2004:80), Saunders et al. (2012:281) and Mugo 

{2011:2). The advantage of probability sampling is that sampling error can be calculated. 

Sampling error is then degree to which a sample might differ from the population. When 

inferring to the population, results are reported plus or minus the sampling error. While in non

probability sampling, the degree to which the sample differs from the population remains 

unknown Saunders et al {2012:281), Mugo {2011:2), Quinlan (2011:208) and Coldwell and 

Herbst {2004:80) . Here, the elements do not have a known chance of being selected as subjects 

(Sekaran & Bougie, 2014:245). 

4.7.3 Sampling Frame 

A sample frame consists of a list of all the known units in the universe, and each unit will need 

to be surveyed Coldwell and Herbst {2004:74). The sample frame represents a list of the target 

population from which the sample is selected Saunders et al.(2012:261), Quinlan (2011:208), 

Hall {2008:3), Schreuder et al. {2004:6) and Turner {2003:3). Without a complete sampling 

frame, it is not possible to engage in probability sampling, as it is not possible to guarantee that 

every member of the population has an equally likely chance of being included in the study. 

Currently, there is no sampling frame on which to base weights and raising factors for 

unregistered businesses in South Africa ($ESE, 2013:10). That is to say, there is no official 

register as to the number of retail and service industry for SMEs in Johannesburg, Ekurhuleni 

and Tshwane region which makes the number not available (no sampling frame). However, the 

researcher compiled a list of SM Es from the following database: 
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- Smallbusinessdirectoryjohannesburg 

- Smallbusinessdirectoryekuhureni 

Smallbusinessdirectorypretoria 

The researcher used the listed small and medium businesses from the business directory to 

identify the population used for the study. This database was therefore considered 

representative of the SMEs in the province. From the database, the researcher listed all the 

SMEs available and then numbered all the identified SMEs. This was done in order to avoid 

double counting. From these SMEs identified, the researcher used a simple random sample to 

select the population that was used for the study. 

4.7.4 Sampling Method 

The sampling method used here was non-probability sampling. A non-probability sample is a 

situation where the researcher does not know how many people to select Latham {2007:3) and 

Bazeley (2002:3) . The subjects in a non-probability sample are usually selected on the basis of 

their accessibility or by the purposive personal judgment of the researcher. That is to say, the 

researcher selected the people until saturation. Additionally, in using a nonprobability sample, 

the researcher was able to record, analyze and uncover the inside meaning and significance of 

small businesses to their everyday experience, including contradictory beliefs, behaviours and 

emotions (Latham, 2007:3), of how they (immigrants and local) business owners in Gauteng 

operate. 

The non-probability sampling used for this study is judgmental sampling. Judgmental sampling, 

also known as purposive sampling means selecting the people that meet particular criteria Ajay 

and Micah{2014:3), Saunders et al. {2012:261), Quinlan {2011:213), Welman et al. {2010:61), 

Palys and Atchison {2008:1) and Schreuder et al. {2004:6) . Here, the researcher specifies the 

characteristics of the population of interest and then locates individuals who have those 

characteristics Cooper and Schindler (2011 :385), Christensen, Johnson, and Turner {2011:159), 

Babbie and Mouton {2010:191), Beins {2009:130) and Westfall (2008:2) . In using judgmental 
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sampling, the researcher uses their judgment to select from the population members whom 

give the desired or accurate information required for effective business model. That is to say, 

the researcher selected the participants that reflect the purpose and objective of the study until 

saturation . 

Judgmental sampling can be very useful for situations where the researcher need to reach a 

targeted sample quickly Babbie and Mouton (2010:191). Teddlie and Yu (2007:80) and Babbie 

and Mouton (2010:191) highlights that this type of sampling generates information that offers a 

good insight of the situation. The researcher purposively selected the participants based on the 

characteristics of small scale businesses that are used for this study, which from the definition 

identified by the National Small Enterprise Act, 1996 in chapter two is defined as follows: 

"a separate and distinct business entity, together with its branches or subsidiaries, if any, 

including co-operative enterprises, managed by one owner or more predominantly carried on in 

any sector or subsector of the economy mentioned in column 1 of the Schedule and classified as 

a micro-, a very small, a small or a medium enterprise by satisfying the criteria mentioned in 

columns 3, 4 and 5 of the Schedule". 

In a tabular form, it can be represented as follows: 

Table 4.4: Small and Medium Businesses 

Manufacturing Enterprise 

Cl C2 C3 C4 (m) CS (m) 

Manufacturing Medium 200 RSl R19 

Small 50 R13 RS 

Very small 20 RS R2 

Micro 5 R0,20 R0,10 
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From the above definition, the researcher based the selection on any small business that is 

managed by one or more owner, either in retail or service sector, that is classified as a micro - a 

very small, a small or medium enterprise, that satisfy the criteria found on the above table and 

then use them to answer the questions and interview relating to the problem under 

investigation. The reason for doing this is that not all small businesses are seen as small 

business. Some people operate under a umbrella, behind a house or tress, or on the street or 

roadside but still parade themselves as small business. So the researcher will try as much as 

possible to eliminate such categories of small businesses using the specified definition above. A 

business that has been in existence for more than two years, that has three to five employees, 

is consistent with its business models can also fit into the categories of small businesses for this 

study. 

4.7.5 Sample Size 

The sample size of a research is an important consideration in the design of many studies. 

Sample size is closely tied to statistical power, which is the ability of a study to enable detection 

of a statistically significant difference when there truly is one Ajay and Micah (2014:6) 

Onwuegbuzie and Leech (2007:242) and Eng, (2003:309). In using judgmental sampling, the 

researcher relied on her own judgment when choosing members of population to participate in 

the study. The researcher used this method in order to save time and money and because of 

the large number of SMEs involved (Leedy & Ormrod, 2010:209). Since the population for this 

study is selected from the three busiest areas in Gauteng province, a total number of 687 556 

small business owners will be used. 

According to Rose, Spinks and Canhoto (2015:1) in order to calculate the sample size based on 

the appropriate sample require, an approximate of 95% confidence level can be used. For 

populations that are larger, and particularly for population where the total population is 

unknown like in the case of SMEs in Gauteng province Rose et al. (2015:1) posits that the 

following formula will enable the researcher identify the right sample size required. 
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__AQg_ 

nr = cf 

Where n, = required sample size, p = proportion having the characteristics, q = 1-p and d = the 

degree of precision. However, if the proportion of the population is unknown (immigrants and 

indigenous) business owners, the researcher may use p = 0.5 which assumes maximum 

heterogeneity (i.e. a 50/50 split) . The degree of precision (d) is the margin of error that is 

acceptable. Setting d = 0.02, for example would give a margin of error of plus or minus 2%. 

Therefore, in order to determine more accurately the sample size, the following formula will be 

used: n = (1.96}2pq 

cf 

n = f1.96)2QQ = 3.8416 X 0.5 X 0.5 0.9604 
cf 0.052 = 0.0025 = 384.16 

Thus the minimum sample size would be 385. 

The researcher decided to use the guideline offered by Rose et al. (2015:1) because it ensures 

that using a good estimate will result to representative of the entire population of SMEs in 

Gauteng province. Therefore, the total population used for this study was 406 foreign and 

indigenous small business owners. This enabled the researcher to get a representative sample. 

4.7.5.1 Treatment of sampling bias in data collection 

In order for this study to be a representative sample, the researcher needs to attend to any 

form of sampling bias that may arise. According to Phrasisombath (2009:34), sampling bias is a 

systematic error in sampling procedures that lead to a distortion in the result of the study. In 

this study, the sampling bias was done using Oppong (2013:208) and Tuckett (2004) ideas which 

said that there is need that the researcher applies different techniques of data collection. This 

data collection method will provide the researcher the opportunity to account for similarity and 

complementarily or otherwise of information collected which in this study both quantitative 

and qualitative method were employed which made it difficult to fill replacement participants 
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as a result of data saturation and for the fact that the research design is not based on one 

method of data generation (Tuckett, 2004). The researcher used purposive sampling because 

the small businesses were located in different locations. Based on that, the researcher then 

employed a random sampling method to generate the number of people choosen for the 

distribution of questionnaire and interview. From the identified SMEs, it was observed that 

there were more foreign business owners operating small buisnesses than the local business 

owners. The researcher then used 30 per cent to generate the number of both immigrant and 

local business owners in order to avoid using one set of business owners. Irrespective of the 

percentage used, it was observed that there were still more immigrant business owners than 

the local business owners. 

4. 7 .6. Sample Element 

The respondents that will be used for this study include SMEs business owners, owner-

managers and managers of small businesses who are either foreign or indigenous inclined. The 

target population has to meet the following criteria: 

i) They had to actively operate a SME business 

ii) They had to operate in the geographical proximity of Johannesburg, Ekurhuleni and 

Tshwane region 

iii) Their businesses had to be within the retail and service sectors 

iv) The immigrant had to have a South African business or work permit 

v) The local business operator had to have a South African identity document (ID) 

The sample size did not take into consideration that the small scale business could be further 

divided into the four SME segment namely (micro, very small, small and medium businesses) 

and that they were operating across eight different subsectors of the retail industry in 

Johannesburg, Ekurhuleni and Tshwane region Radipere (2012:173). 
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4.8 VALIDITY AND RELIABILITY OF THE STUDY 

Validity and reliability are two fundamental elements in the evaluation of a measurement 

instrument Zohrabi (2013:259). Validity is a matter of trustworthiness, utility and dependability 

that the evaluator and the different stakeholders place into it Zohrabi (2013:259) and Tavakol 

and Dennick (2011:53). The aim of validity is that it is concerned with the extent to which an 

instrument measures what it is intended to measure. That is whether our research is believable 

and true and whether it is evaluating what it is supposed to evaluate. 

Reliability on the other hand is concerned with the ability of an instrument to measure 

consistently Zohrabi (2013:259). It should be noted that the reliability of an instrument is 

closely associated with its validity. That is to say, an instrument cannot be valid unless it is 

reliable. According to Zohrabi (2013:259), Tavakol and Dennick (2011:53) and Kumara and 

Sahasranam (2009:14), reliability is the degree to which an instrument measures the same way 

each time it is used. They add that reliability deals with the consistency, dependability and 

replicability of the results obtained from a piece of research obtaining the similar results both in 

quantitative and qualitative process. Additionally, reliability in this study relates to the 

reproducibility and stability of the data . It describes the consistency within the employed 

analytical procedure (Noble & Smith, 2016:34). 

The purpose of using reliability and validity is to reveal whether one is able to perform exactly 

the same experiment under the same conditions and generate the same results while the other 

is to establish whether the results obtained meet all of the requirements of the scientific 

research method. To demonstrate this, reliability tests whether the result is replicable while 

validity tests whether the means of measurement are accurate and actually measuring what 

they are intended to measure. 

In ensuring validity and reliability on the adopted questionnaire, the researcher sent the 

questionnaire to the supervisor to comment and make suggestions. This will help establish how 
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well the idea of a theoretical construct is represented. Again, from the pilot testing done, it also 

assist the researcher to understand as to whether the questionnaire was readable, clear and 

comprehensive for the respondents as well as to know which items need to remove or 

adjusted. 

In the qualitative approaches, reliability and validity relates to the honesty and genuineness of 

the research data (Neuman, 2007:294). It ensures that the confidence place in a research's 

analysis and data are as accurately representing the issue under scrutiny and investigation 

(Neuman, 2007:294). Moreover, achieving the identical results is fairly demanding and difficult. 

It is because the data are in narrative form and subjective Saunder et al. (2012:394). The 

purpose of reliability is not to attain the same results rather to agree that based on the data 

collection processes the findings and results are consistent and dependable Zohrabi (2013:254). 

Here the researcher only interviewed the managers and business owners of small and medium 

businesses in the various business sectors (Retailer, Wholesalers, Services and Manufacturers). 

Following this, Morse et al. (2004:2), Shenton (2004:64) and Golafshani (2003:602) infer that in 

order to ensure reliability in qualitative research, examination of trustworthiness is crucial and 

thus seen in terms of transferability, dependability, and confirmability of the instrumentation 

and results of the study. Validity and reliability must be addressed from the perspective of the 

objective out of which the study has been conducted. That is, if the researcher's intention is to 

determine the reasons why foreign business owners outperform the locals, different questions 

need to be asked about the conduct of business performances. The essence of reliability for 

qualitative research lies with consistency. As a result consistency is measured based on the 

correlation between the different items on the same test Golafshani (2003 :602) such as the 

business model building block, the performance measures and the challenges experienced by 

SMEs. 
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4.8.1 Alignment of research objectives and research questions 

Each of the objectives of this study is linked to the research question(s) and each utilizing its 

separate approach in answering the question(s). The quantitative approach uses a 

questionnaire while qualitative approach uses interview. The interview questions are 

constructed from the questionnaire instrument and it was formed from the researcher's own 

in-depth knowledge and the researcher's own experiences. The initial step used by the 

researcher in constructing an effective research question is the identification of the research 

objectives. 

Table 4.5: Research objectives aligned with the research questions 

Research objective Research questions Instrument used 

To determine the factors that is causing What socio demographic profile affects Questionnaire 

foreign-owned businesses to the type of business model created? 
Interview 

outperform indigenous-own businesses 
What specific challenges of SM Es affect Questionnaire 

in Gauteng province. 
the type of business model created? 

Interview 

What social demographic profile affects Questionnaire 

the type of measures employed? 

What is the effect of specific challenges Questionnaire 

on the choice of performance measures Interview 

employed? 

What is the effect of socio demographic Questionnaire 

profile on how the entrepreneur 

ensures the success of SM Es? 

What specific challenges that affects Questionnaire 

the success of SM Es? Interview 
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4.9 DATA ANALYSIS 

This study utilizes a mixed method approach, and triangulation was at the door of every process 

done. In using mixed methods research approach, it provides strengths that offset the 

weaknesses of both quantitative and qualitative research . That is to say, the combination of 

quantitative and qualitative approaches provides a better understanding of the research 

problems than either approach alone. It started first with the quantitative analysis and then 

followed the qualitative. The quantitative data analysis enables the researcher to draw 

meaningful results from a large body of responses and allows the researcher to report the 

summary results in numerical terms. In analyzing quantitative data, several approaches such as 

graphs, charts, and statistics were used. This allows the researcher to explore, present, describe 

and examine relationships and trends within the data (Creswell, 2012:472 and Kainth 2010:10). 

The data analysis was done by means of self-administered questionnaire and interview. 

Besides, it is not just enough to simply collect and analyze quantitative and qualitative data. 

There is need to mix the dataset in some way that together they form a more complete picture 

of the problem than they do when standing alone. The reason has been that quantitative 

research is weak in understanding the context or setting in which people talk. For example, the 

voices of participants are not directly heard. The different methods used to analyze data 

gathered for both the quantitative and qualitative design will be discussed. 

4.9.1 Quantitative Analysis Process 

A number of quantitative tools were used for analysis and producing the findings which include 

factor analysis. According to Yong and Pearce (2013:81), factor analysis was used to reduce the 

large data set into groups of variables. It is necessary to use factor analysis for studies that 

involve a few or hundreds of variables from the questionnaires. Factor analysis can help 

reduced the variables into a smaller set to get at an underlying concept and also help facilitate 

interpretations Kumara and Sahasranam (2009:15) and Lu and Yang (2010:290). 
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Additionally, Cooper and Schindler (2011:550) and Beavers et al. (2013 :1) emphasized that 

factor analysis is a powerful interdependency technique used in multivariate analysis. In using 

factor analysis, it is easier to focus on some important key factors rather than having to focus 

on too many variables that may be trivial for the study. Yong and Pearce (2013:79) suggest that 

there are three main factor analysis techniques such as Exploratory Factor Analysis (EFA), 

Principle Component Analysis and Confirmatory Factor Analysis (CFA). EFA tries to uncover 

complex patterns by exploring the dataset and testing predictions (Beavers et al., 2013:2). It 

enables the researcher to make decisions from the number of variables identified. The PCA is a 

dimensional reduction technique used to account for variance in the measured variables 

(Miller, 2009:335). The objective of PCA is to determine the linear combinations of the 

measured variables as possible. The PCA is often looked upon as a factor analysis tool but it is 

not factor analysis at all; it is a major substitute for analyses Child (2006) and Young and Pearce 

(2013:79). While the CFA is a statistical technique used to verify the factor structure of a set of 

observed variables. It allows the researcher to test the hypothesis that a relationship between 

observed variables and their underlying latent construct exists. The advantage of CFA is that it 

allows for testing hypotheses about a particular factor structure Lahey, McNealy, Knodt, Zald, 

Sporns, Manuck, Flory, Applegate, Rathouz and Hariri (2012:1982). 

To perform a factor analysis, there has to be univariate and multivariate normality within the 

data (Child, 2006). A determining factor is the assumption that there is a linear relationship 

between the factors and the variables when computing the correlations (Yong & Pearce, 

2013:79) and Beavers et al. (2013:3). However, for something to be labeled as a factor it should 

have at least 3 variables (Tabachnick & Fidell, 2007:265). As a general guide, rotated factors 

that have 2 or fewer variables are only considered reliable when the variables are highly 

correlated with each another (r > .70) but fairly uncorrelated with other variables Tabachnick 

and Fidell (2007:265) and Yong and Pearce (2013:80). 

Nevertheless, Yong and Pearce (2013:79) proposed that if the dataset has several high factors 

loading scores (> .80), then a smaller size (n > 150) should be sufficient. A factor loading for a 
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variable is a measure of how much the variable contributes to the factor; thus, high factor 

loading scores indicate that the dimension of the factors are better accounted for by the 

variables Beavers et al. (2013:3), Tabachnick and Fidell (2007:266) and Yong and Pearce 

(2013:80). Although, there is a limitation to this technique in that naming the factors can be 

problematic (Yong & Pearce, 2013 :81). The factor names may not accurately reflect the 

variables within the factor but the researcher links the factor to correlate with each another to 

produce a factor despite having little underlying meaning for the factor (Tabachnick & Fidell, 

2007:266). In addition to using the determinant of a matrix, Bartlett's Test of Sphericity and the 

Kaiser-Meyer-Olkin Test of Sampling Adequacy (KMO) were observed. This helps to provide 

more complex measures for assessing the strength of the relationships and suggesting 

factorability of the variable (Beavers et al., 2013:4). 

There are various extraction methods available but the study is limited to the techniques that 

are available on SPSS. In this study, Confirmatory factor analysis is used to estimate the factor 

loadings for a population. According to Tabachnick and Fidell (2007:267), there are two types of 

rotation techniques - orthogonal rotation and oblique rotation. Orthogonal rotation (e.g., 

Varimax and Quartimax) involves uncorrelated factors whereas oblique rotation (e.g. Direct 

Oblimin and Promax) involves correlated factors. The interpretation of factor analysis is based 

on rotated factor loading and rotated eigenvalues. More so, the following tests were performed 

on the data: 

►Cronbach's Alpha Test: Cronbach alpha provides a measure of the internal consistency of 

a test or scale (Tavakol & Dennick, 2011 :53). It is expressed as a number between O and 1. 

Internal consistency describes the extent to which all the items in a test measure the same 

concept or construct and hence it is connected to the inter-relatedness of the items within the 

test. Cronbach's alpha provides a measure of the extent to which the items on a test, each of 

which could be thought of as a mini-test, provide consistent information with regard to the 

subject under investigation (Pellissier, 2007:57) . 
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►T-test: The t -test is used to test whether there is a difference between two groups on a 

continuous dependent variable Tavakol and Dennick (2011:53) . 

►ANOVA: ANOVA is actually a generalized form of the t-test; it enables the researcher to 

test whether there is a difference between three or more groups (Beins, 2009:170). ANOVA 

keeps the probability of incorrectly rejecting the null hypothesis at the level the researcher sets, 

which is usually 0, 05, and the result is reported on through the use of tables and figures (Beins, 

2009:170). ANOVA uses reliable and tried methods and results will be reported on through the 

use of tables and figures. 

4.9.2 Qualitative Analysis Process 

The qualitative data collection for this study was done by way of interview. During the interview 

process, while audio-recording the interview, the researcher also recorded a nonverbal one. 

The nonverbal communication process was used to identify the main themes in the analysis 

process whereas the audio-recorded interview supplemented the transcription . According to 

Onwuegbuzie et al. (2010:699) the nonverbal communication enables the researcher to attain a 

deeper shared meaning in that both the interviewer and interviewee increase their awareness 

of the contextual nature of the voice. After audio-recording the interview, it is necessary for it 

to undergo post processing to remove background noise before the transcription is done. The 

analyses in this study entailed detailed attention to the recording and data coding in the 

content analysis. 

4.9.2.1 Content Analysis 

Content analysis is a method that may be used with either qualitative or quantitative data and 

in an inductive or deductive way (Elo & Kyngas, 2008:107 and Hsieh & Shannon, 2005:1278). It 

is a systematic and objective means of describing and quantifying phenomenon Elo and Kyngas 

(2008:108). Content analysis has been described as a method to classify written or oral 

materials into identified categories of similar meanings (Moretti, van Vliet, Bensing, Deledda, 

Mazzi, Rimondini, Zimmermann & Fletcher, 2011:421). 
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Hsieh and Shannon (2005:1278) put it that content analysis can be fruitfully used to examine 

virtually any kind of communication materials, including "narrative responses, open-ended 

survey questions, interviews, focus groups, observations, printed media such as articles, books, 

or manuals.The researcher used this method in identifying and analyzing the written and verbal 

responses obtained from the respondents. That is to sort out what Code 01 to 57 has said and 

its significance to the study. In relevance to this, Elo and Kyngas (2008:108) said that content 

analysis allows the researcher to test theoretical issues that help understand the data. The 

researcher focused on the characteristics of the language as communication paying close 

attention to the contextual meaning of the text (Hsieh & Shannon, 2005:1278). 

Importantly, the goal of content analysis is to "provide knowledge and understanding of the 

phenomenon under study" (Hsieh & Shannon, 2005:1278). Elo, Kaariainen, Kanste, Polkki, 

Utrianinen and Kyngas (2014:4) add that the commonly used method in content analysis 

studies is purposive sampling. Hence the study utilizes purposive sample and Elo et al. (2014:6) 

add that purposive sampling is suitable for qualitative studies where the researcher is 

interested in obtaining information for the participants who have the answers to the problem. 

For this study, content analysis interprets the content of text data into codes and themes. 

Hsieh and Shannon (2005:1278) argued that the success of using a content analysis greatly 

depends on the coding process which is to organize large quantities of text into much fewer 

content categories. Categories are patterns or themes that are been expressed in text or 

develop a coding scheme to guide coders to make decisions in the analysis of content (Hsieh & 

Shannon, 2005:1278). A coding scheme is a translation device that organizes data into 

categories and includes the process and rules of data analysis that are systematic, logical and 

scientific. (Hsieh & Shannon, 2005:1278). Moreover, the development of a good coding scheme 

is central to trustworthiness in research using content analysis (Mayring, 2000 and McEwen, 

2004:21). 
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Cho and Lee (2014:4) add that one unique characteristic of qualitative content ana lysis is the 

flexibility of using inductive or deductive approaches or a combination of both approaches in 

data analysis. The study used an inductive content approach, and the procedure of inductive 

qualitative content analysis used for this study is identified by Cho and Lee (2014:4) : 

Table 4.6: Inductive content analysis process 

Selecting the unit 
of analysis 

• Interview 

Procedure used in an inductive approach to qualitative content analysis 

Source: Cho and Lee (2014:11) 

From the above procedures, the researcher extracted texts from interview transcript to identify 

the different models used by the business owners and then synthesized that text to establish 

the units of analysis. The researcher then started open coding to determine codes that emerge 

from the text and then coded the remaining transcripts with those codes to the different 

groups (foreign and indigenous business owners). During this process, if there is no data that fit 

within the identified code, a new code was added. The researcher now grouped similar codes 

and place them into categories to form themes. 
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4.10 ETHICAL CONSIDERATIONS 

Ethical issues are an important aspect in every research. Researcher need to apply every ethics 

as it relates to the nature of the study. Creswell (2003) argued that ethical consideration 

relating to issues and standards must be applied in both quantitative and qualitative research. 

The researcher has a professional responsibility to design research that upholds sound ethical 

principles (Streubert & Carpenter, 2011:56). The ethical issues related to informed consent, 

participant-researcher relationships, gaining access, confidentiality, anonymity, sample size, 

and data analysis are addressed in this chapter. The researcher carried all through the research 

the process that ensures ethical conduct. The ethical issues considered are relevant to each of 

the research approaches presented in the text and should be considered within the context of 

the method selected for a particular investigation (Streubert & Carpenter, 2011:56). However, it 

is important to establish trust between the participants and respect them as autonomous 

beings thus enabling them to make sound decisions (Streubert & Carpenter, 2011:56 and Polit 

& Beck, 2012). 

The following research principles of ethical conduct were applied in this study (Creswell 2003): 

► Informed consent: The researcher informed the business owners of the nature, 

objectives and purpose of the study verbally so that they are clearly understood. 

► Harm and risk: The researcher also guaranteed the participants that there is no danger 

or harm for taking part in the study. 

► Honesty and trust: The researcher tries as much as possible to adhere to all the 

standards about been honest and truthful during the process of data collection and 

analysis. She also asked the participants if they would like to get the result. 

► Privacy, confidentiality and anonymity: The researcher also ensured the participants of 

confidentiality and anonymity during the process of data collection and that no name 

would be used for any other purpose other than what the study was all about. 
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► Voluntary participation: The researcher also made known to the participants that the 

research is purely for academic purpose and that their participation in it was absolutely 

voluntary. No one was force to participate. 

4.11 CHAPTER SUMMARY 

This chapter was concerned with the presentation of the research methods used in carrying out 

the research . That is, the research methods used, research strategy, data collection techniques, 

data analysis and data presentation.Some major philosophical underpinnings were reviewed 

linking the researcher to the identified method. The research design for the study was 

highlighted as descriptive explanatory design that was analyzed largely through quantitative 

and qualitative methods. These methods were all used in reference to the study. The business 

owner's participation were highly supported and acknowledged in an effort to obtain quality 

information. 

The study involved mixed method design focusing on quantitative approach (questionnaire) 

and qualitative approach (interviews). The questionnaire used was only close-ended to allow 

the respondents choose from the available options as they were all business owners. The 

questionnaires were pilot-tested and suggestions from both the supervisor and the 

respondents were incorporated. The qualitative used an inductive content analysis procedure 

to generate themes that were used for the study. 

The chapter highlighted the qualities and attributes of the business owners who contributed 

quality data. The data is collected, analysed, presented and report in a form of triangulation. 

The next chapter presents the full research finding, analysis, discussion and interpretation of 

the main results using descriptions and themes in order to answer the research questions and 

linking them to the research objectives. 
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CHAPTER 5 

QUANTITATIVE DATA ANALYSIS AND INTERPRETATION OF RESULTS 

5.1 INTRODUCTION 

The previous chapter highlighted the research design, approaches and methodology for the 

study. This chapter contains a summary of the first approach used in the mixed method design. 

The chapter starts with the quantitative analysis carried out and interpretation to the research 

findings. The study followed a mixed method approach, using both qualitative and quantitative 

techniques and seeks to provide a better understanding of a research problem. Triangulation 

was used to counteract the limitations and biases that stem from using a single method, thus 

increasing the reliability of findings (Burns & Grove, 2001). 

In an attempt to achieve effective analysis and interpretation, the following presentations were 

covered. The SPSS and Microsoft Excel application software were used. Tables and figures were 

used to group the frequency distribution figures of the respondents' opinions and ideas. The 

main purpose of the questionnaires is to obtain information from the business owners 

confirming the business model performance measures used in carrying out their business 

activities. Similarly, correlation and ANOVA test were carried out to determine the relationship 

between two variables with respect to the overall objective of the research. 

5.2 DESCRIPTION OF THE RESEARCH PARTICIPANTS 

The intended sample that was targeted for the quantitative method was 385 SMEs. However, 

406 respondents participated in the study and were all obtained from the three (3) 

metropolises of Gauteng province (Johannesburg, Tshwane and Ekurhuleni). From this 406 that 

was distributed, a total of 276 were obtained from the foreign business owners and 130 

indigenous business people. Although there were no specified number of both foreign and 
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indigenous business owners that were identified. The researcher used judgmental sampling 

until saturation. 

During the data collection process, there were a number of challenges encountered by the 

researcher. For example, 

► The business owners were always very busy attending to client but some managed to 

give the researcher attention. 

► Many of them were more concerned about the time of the questionnaire distribution as 

it was carried out during the business hours and on different time intervals in order to 

accommodate the business owners. 

► Some of the business owners complained of the length of the questionnaire and asked 

the researcher to leave the questionnaire for them to fill and come later for collection. 

► It costs the researcher more money to reproduce more copies as some of the business 

owners lost their copies and the researcher had to replace it by giving them another 

one. 

► Due to the nature of the study, it was difficult to always go back and collect the 

questionnaire as it took the researcher a long time to gather all the questionnaires 

together. 

► It was difficult for the researcher to drive to the various locations (Ekurhuleni, 

Johannesburg and Tshwane) to obtain the data as it was far apart from each other. 

5.3 PREPARATION OF DATA INSTRUMENTS 

The data instrument used for the quantitative method was a questionnaire and it was analyzed 

using factor analysis. Consequently, in using factor analysis, it reduced the questionnaire into 

small variables of importance. The quantitative data analysis includes checking data collection 

forms for omission, legibility and consistency in classification; discarding completed responses 

that have missing data; and identifying potential error in data collection and discussing its 

implications (Zikmund, 2003:74). The quantitative data was thereafter entered into a 

spreadsheet and SPSS statistical software used. For this study, the questionnaires were 
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processed by the statistician of t he North-West University of South Africa. The SPSS statistical 

package of confirmatory factor analysis (CFA) and exploratory factor analysis (EFA) were used to 

compile descriptive and inferential statistics such as Kasier-Meyer-Olkin Measure of Sampling 

(KMO) and Bartlett's Test and ANOVA. 

5.4 DESCRIPTIVE STATISTICS AND ANALYSIS 

Descriptive statistical techniques were used to describe the characteristics of the respondents. 

It was used to summarize large amounts of information in an efficient and easily understood 

manner. The bar graph and tables were used to present participants' responses in percentages 

to represent their contribution to the business models performances. The questionnaire was 

divided into the following sections: 

► SECTION A 

Part one: Socio-demographic of the SM Es. 

Part two: The challenges of SM Es in South Africa 

► SECTION B: Business model building 

► SECTION C: Performance measurement 

► SECTION D: ensuring the success of SM Es 

The findings are grouped according to the subheadings of the sections above. It is necessary to 

once again highlight that in this section, it contains the analysis from the quantitative approach 

(questionnaire). The results are based on the experiences of the SM Es owners as they run their 

businesses. 
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5.4.1 SECTION A 

5.4.1.1 PART ONE: 

The socio demographic profile of the business owners 

The socio-demographic variables for which information was obtained started with table 5.1 and 

ended with table 5.11. The table shows data presentation from the opinions of the participants 

followed by summaries. 

Table 5.1: The age groups of the respondents 

Age group Frequency Percentage 

20-29 126 31.1 

30-39 133 32.8 

40-49 119 29.4 

50-59 14 3.5 

50+ 13 3.2 

Total 405 100 

Yazdanfar et al. (2015:100) posit that age is another important consideration for predicting 

business survival. Consequently, from the above table, the respondents' age group shows that 

31.1% of the respondents are aged 20-29, 32.8% are between the ages 30-39, 29.4% are 

between the ages 40-49 and 3.5% are between the ages 50-59 while 3.2% of the respondents 

are ages of 50. The findings show that majority of the respondents who are involved in small 

and medium businesses are between the ages of 30-39. The reason might be that there are a 

lot of unemployed youth who are seeking to find jobs, whose intention is to alleviate poverty 

and make a living. This has driven lots of people of the age 30-39 to start their own business. As 

Herrington and Kew {2015:32) argue that the aged between 25 and 44 years are the most 

active entrepreneurially, accounting for between 50% and 60% of all early-stage activity. Thus 

the most actively involved in small businesses are people between 30-39 years of age as the 

case may be. 
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Table 5.2: Location of Business 

Location of business Frequency Percentage 

Johannesburg 255 62.8 

Ekurhuleni 81 20 

Tshwane 70 17.2 

Total 406 100 

From the table above, 62.8% of business owners are located in Johannesburg, 20% located in 

Ekurhuleni while 17.2% are located in Tshwane. This indicates that majority who responded to 

the questionnaire are in Johannesburg while Tshwane has the least response leading to the 

study. Thus Mbonyane (2006:15) who argued that location may be chosen because of the 

availability of a vacant building, proximity to the owner' s residence or low rent. Mbonyane 

{2006:15) proceeds to say that the choice of location is determined by the type of the business, 

proximity of the business to its customers, i.e. must customers travel to the business or must 

the business owner travel to their customers. However, the choice lies on the decision of the 

business owners. 

Table 5.3: Business Premises 

Premises Frequency Percentage 

Owned 108 27.1 

Rented 290 72.9 

Total 398 100 

The table indicates that 27.1% owned the business premises where they operate wh ile 72.9% 

rented premises for their business operations. This means that many of the premises used for 

business activities are being owned by different person and that the business owners pay 

certain amount on a monthly basis. It may also mean that the business owners have opted for a 

premise where their business will succeed, meaning that business owners may have rented an 
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environment that is conducive for them to carry out their SM Es activities. Most of the time, the 

cost of renting a business premises is cheaper than buying especially as a foreigner if one does 

not have a proper documentation to purchase a business property or sufficient deposits. 

Table 5.4: Gender 

Gender Frequency Percentage 

Male 250 62 

Female 153 38 

Total 403 100 

Table 5.4 presents gender distribution of the participants. The male business owners recorded 

the highest with 62% while female business owners recorded the least with 38%. It shows that 

more male counterparts run small businesses than their female counterparts. According to 

Herrington and Kew in GEM {2010), the report indicates that the ratio of male to female 

participation in entrepreneurial activity varies across the total sample of GEM countries. As 

Turton and Herrington {2012:7) indicate that males are slightly more likely than females to be 

involved in established business activity {3% of the total population versus 2%). This may be as 

a result of the differences in culture and customs regarding female participation in the 

economy. Karadeniz and Ozcam {2010:62), Chapelle {2012:30) and Bardasi, Blackden and 

Guzman {2007) acknowledged that women are a source of reserve growth and development for 

many developing countries and that they are a minority group in terms of self-employment in 

developed countries, even though there is no reason to believe their businesses should 

necessarily have lower survival rates (Yazdanfar et al., 2015:100). Meaning that irrespective of 

the fact that the rates of women engaging in SMEs are limited, it does not necessarily mean 

that their participation in small business is limited and that their business does not survive. 

However, from the data obtained, it is believed that the male are high in number operating in 

SM Es activities in Gauteng than the females. 
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Table 5.5: Qualification 

Qualification Frequency Percentage 

Grade 1-7 13 3.2 

Grade 8-12 207 51.5 

Diploma 72 17.9 

Degree 90 22.4 

Ot her 20 5 

Total 402 100 

In assessing the highest qualification of the respondents, Grade 1-7 respondents recorded 3.2%, 

Grade 8-12 recorded 51.5%, Diploma recorded 17.9%, and Degree recorded 22.4% whi lst other 

5% recorded the least. It shows that the number of business owners with Degree qualifications 

is increasing gradually in the metropolis. This is a clear indication that education plays a vita l 

role in running a business as Solomon, Fernald and Dennis (2003 :26) add that any t raining or 

education program should educate the potential or current business owners on how to obta in 

capital and how to market their business. This leads us to believe that with education, existing 

and intending business owners will be able to operate, develop and sustain their business in 

order to adapt to the competitive business environment. 

Table 5.6: Nature of Business 

Nature of business Frequency Percentage 

Retail 155 38.5 

Services 144 35.7 

Wholesale 42 10.4 

Manufacturers 31 7.7 

Other 31 7.7 

Total 403 100 
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From the table above, it shows that the business owners engaged themselves in different 

clusters of businesses, meaning that 38.5% of business owners are in the retail sector, 35.7% 

are in services sector, 10.4% are engaged in wholesale sector, 7.7% are engaged in 

manufacturing sector while the 7.7% engaged in order sectors of business. The findings indicate 

that many of the SMEs activities fall under the retail sectors. Reynolds and Culthbertson 

(2014:11) argued that retailing is one of the economy's most visible activities that occur in 

different forms; from large department stores to shopping centers, in markets, at consumers' 

homes through direct or distant selling via mail. However, with the service sector having 35.7% 

operators means that it is also a visible sector of business where people invest so easily. As 

Reynolds and Culthbertson, (2014:11) note that many small independent business owners 

provide services to the end-users such as a hair salon, hair barber, a tailor, and consultants and 

so on . It means that the two sectors of business are proactive in the economy. 

Table 5.7: Number of Employees 

Number of employees Frequency Percentage 

1-5 284 70.8 

6- so 77 19.2 

51-100 25 6.2 

101- 200 7 1.7 

200+ 8 2 

Total 401 100 

From the respondents used, it indicates that 70.8% employed one to five employees, 19.2% 

employed 6-50 employees, 6.2% employed 51-100 employees, 1.7% employed 101-200 

employees and only 2% employed 200 and above respectively. The finding indicates that the 

70.8% of business owners are strongly rooted in SMEs activities employing between 1 to 5 

people. Gunasekaran et al. (2000:318), Negara (2000:2) and Fard et al. (2011:2662) referred to 
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this type of business as a micro business operators, whose annual turnover are based in 

accordance with the country's situation with less than 5 employees. 

Table 5.8: Business Operation 

Years in operation Frequency Percentage 

Under 1 year 38 9.4 

1-4 188 46.7 

5-10 119 29.5 

11-20 44 10.9 

More than 20 years 14 3.5 

Total 403 100 

Durability is an indicator of the survival of a business. Therefore, the table indicates that 9.4% 

of business owners have been in operation under 1 year, 46.7% have been in operation for 1-4, 

29.5% have been in operation for 5-10, 10.9% between 11-2 while 3.5% have been in operation 

for more than 20 years. The finding indicates that in order to be rooted in SMEs activities, the 

business must have been in operation for up to 4 years. 

Table 5.9: Origins of Owner 

Origins Frequency Percentage 

South Africa 135 33.5 

Foreign owner 213 53.1 

Both SA and Foreign owners 52 13 

Other owners 1 0.2 

Total 401 100 

The origin of business owners can also be represented in the figure below: 
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Figure 5.1: Origin of the owner 

Origins of 
owner 

Foreign 
owner 
Both SA 
and 
Foreign 
owners 

Table 5.9 and Figure 5.1 show that of 401 respondents, 53.1% were foreign owner representing 

213 foreign respondents, 33.5% were South Africa representing 135 SA business owners, and 

13% of business owners representing 52 of both SA and foreign owners while 0.2% (1) belongs 

to other. The results reflects the small percentage (13%) of joint ownership (SA and Foreign 

owner) indicating that both foreign and SA business owners can come together as a group to 

start a business. However, from the figure above, it can be noticed that the majority of the 

participants operating small business in Gauteng are foreign nationals. 

Table 5.10 Years in the country before owing the business (foreigners only) 

The number of years the business owner has been in the country before owning a business is 

also important because it shows how soon a person is able to establish a business after 

immigrating. 
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Years in the Country 

Years in the country before owning a Frequency Percentage 

business 

Less than 1 year 23 7.5 

1-5 160 51.9 

6-10 67 21.8 

At least 11 years 58 18.8 

Total 308 100 

The above table indicates that 7.5% of foreign respondents have been in the country for less 

than one year before owning a business, 51.9% have been in the country between 1 to 5 years, 

21.8% have been in the country between 6 to 10 years while 18.8% have also been in the 

country for at least 11 years before owning a business. This indicates that most foreign business 

owners started their business shortly after they have settled in the country within a period of 

lyear. They have mastered the environment, become acquainted to the people and then 

decide to start their own business. Pendleton et al. (2006:2), Bogan and Darity (2008:1999) and 

Fatoki (2014:1) add that in most cases, immigrants create opportunities that have important 

implications for the South African economy and as such they become a significant driving force 

in the creation of new businesses and reduction of South Africa's high rate of unemployment 

which is currently estimated at 25% according to (Statistics South Africa 2013). 

Table 5.11: Nationality of Employees 

The study established the employment patterns of foreign and local business owners. The 

foreign business owners are of the notion that they are likely to employ only foreign individuals 

while local owners employ only the locals. Below are the countries that took part in the study. 
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Nationalities 

Country Frequency Percentage 

Algeria 1 .2 

Algerian 3 .7 

Bangladesh 24 5.9 

Botswana 1 .2 

Cameroon 7 1.7 

China 7 1.7 

Chinese 3 .7 

Congo 9 2.2 

Ethiopia 37 9.1 

Ghana 12 3.0 

Indian 17 4.2 

Japan 1 .2 

Japanese 1 .2 

Lesotho 5 1.2 

Malawian 29 7.1 

Mozambique 1 .2 

Nigeria 48 11.8 

Pakistan 9 2.2 

Senegal 4 1.0 

Somalian 2 .5 

South Africa 130 32.0 

Tanzania 4 1.0 

UK 1 .2 

Zambia 13 3.2 

Zimbabwe 35 8.6 

Total 406 100 
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Figure 5.2: The description of the buisness respondents of foreign and local 
owners are as follows: 

Origins 
of owner 

Foreign 
owner 

From the figure above, it can be noticed that the majority of the participants are foreign 

business owners. This indicates that 61.21% of respondents are foreign business owners while 

38.79% are South African business owners. This means that the percentage of foreigners' 

business owners participating in SMEs in Gauteng province is more than the South African 

business owners. However, the researcher distributed the questionnaire based on the 

availability of the business owners and the results were shown in the figure above without any 

manipulation of the data. 

5.4.1.2 Summary of the socio demographics responses of the business owners. 

It can be depicted that the foreign and indigenous business owners engage in SMEs activities 

are between the ages of 30-39 recorded as the highest in the study. These business owners are 

both male and female with male dominating the SM Es industry. Most of these people have the 

basic education which is reflected in the table above and are of the category between Grades 8-

12 respectively. It is also seen that majority of the business owners have been ·in operation for 

the period of 4 years which is reasonable for one to be actively engaged in using a model. 
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However, there are more foreign nationals who are engaged in SMEs in Gauteng province as 

opposed to South African business owners. 

5.4.2.1 PART TWO:THE CHALLENGES OF SMES IN SOUTH AFRICA 

The challenges experienced by the business owners in South Africa are highlighted from table 

5.12 to 5.18 and are represented below. 

Table 5.12 Reasons for starting a business 

The respondents were asked to rate the extent to which certain factors influenced them in 

starting a business. From the table below, it could be established that many factors influenced 

people to start a business, among which are poverty, survival, unemployment, additional 

income and independence. 

Table 5.12 :Reasons for starting the business 

Reasons for starting a business Frequency Percentage 

Poverty 35 8.7 

Survival 106 26.2 

Unemployment 95 23.5 

Additional income 55 13.6 

Achieve independence 113 28 

Total 404 100 

In table 5.12, it indicates that 28% of part icipants start business because they want to achieve 

independence. That is to say be their own boss, 26.2% start a business because of survival, 

23.5% start a business due to unemployment, and 13.6% start business because they need 

additional income while 8.7% start a business due to poverty. The result shows that the 

majority of people who start small businesses do so because they want to be their own boss 

that is to achieve independence. Kirkwood (2009:234) and Clark and Drinkwater (2003:3) 
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identified a lot of reasons and factors that influenced people to start a business among them a 

desire for independence, that is the desire for one to manage and control their business 

activities. 

Table 5.13: Formality 

Formality Frequency Percentage 

Not licensed 87 22.2 

Operating permit acquired 98 25 

Accounting procedure 66 16.8 

Value-added tax registered 141 36 

Total 392 100 

From the table above, 22.2% of business owners did not license their business operation, 25% 

of business owners acquired an operating permit, and 16.8% acquired an accountant to process 

their business registration while 36% engaged in value-added tax registration. This indicates 

that most business owners are formally registered, they can be clearly seen as a small business 

and operate under the basic conditions of SM Es. 

Table 5.14: Challenges faced by small businesses 

Marketing challenges Frequency Percentage 

Competition 220 55 

Low demand for product 71 17.8 

Unable to meet customer needs 48 12 

Poor location 61 15.3 

Total 400 100 

Table 5.14 established the challenges faced by small businesses. From the table 55% of small 

business owners faced competition from various businesses, 17.8% experienced low demand 

for products, and 15.3% experienced challenges due to poor location while 12% are unable to 
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meet customer needs. This is a clear indication that many small business owners are faced with 

a lot of competition from their rival businesses. Despite trying to satisfy their customer needs 

and working hard to meet the competitive advantage, they still experience competition. As 

Nickerson, Silverman and Zenger (2004:2} put it that firms are effective in creating value and 

make their own luck by crafting strategies and organisations that provide paths for new value 

creation. This value creation is essential as it enables the firm to target to the main needs of the 

customers or intended customers, their suppliers as well as competing with other firms. 

Table 5.15: Resource Availability 

Availability of resources Frequency Percentages 

Loan from family or government 47 11.8 

institution 

Family support 133 33.3 

Savings 178 44.5 

Other 42 10.5 

Total 400 100 

Table 5.15 is intended to determine the various avenues business owners' use to obtain 

support in growing their business. It could be observed that 44.5% of resources obtained were 

derived from personal savings, 33.3% from family support, 11.8% from loans obtained either 

from bank or government institutions while 10.5% were from other sources. This indicates that 

the lack of fund is a major challenge for many business owners. If governments are able to 

provide a support agency and the business owners are aware of where to go in such instance, it 

would reduce the pain many SM Es experience. 
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Table 5.16: Biggest Worries 

Worries Frequency Percentage 

Current economic issues 216 53.7 

Retirement or transition 28 7 

Capital/financial issues 105 26.1 

Unexpected growth 33 8.2 

Succession 20 5 

Total 402 100 

From the table above, 53.7% of the respondents indicated that they are worried about the 

current economic issues, 26.1% said they are worried about capital/financial issues, 8.2% sa id 

they are worried about unexpected growth, 7% indicates they are worried about their 

retirement or transition while 5% are worried about their succession . This indicates that many 

business owners are more concern about the current economic issues as it may affect the 

success of their business. 

Table 5.17: Causes of Failure 

Usual causes of failure Frequency Percentage 

Lack of manager experience 86 21.4 

Lack of financial backing 126 31.3 

Poor location 77 19.2 

Communication skills 66 16.4 

Unexpected growth 47 11.7 

Total 402 100 

Tables 5.17 intend to determine what causes small businesses to fail. It was then observed that 

31.3% of business fails because of lack of financial backing, 21.4% failed because of lack of 

managers experience, 19.2% fails because of poor location, 16.4% fail because of poor 

communication while 11.7% fa il as a result of unexpected growth. 
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The high percentage response rate indicates that small businesses fail today because of lack of 

financial backing. Financial backing could also mean lack of financial support or accessibility of 

the loans or funding from banks or private institutions. This might be caused be the difficult 

conditions set aside by the financial institution or that many SMEs do not have sufficient 

information on where and how to obtain loan. Agwu and Emeti (2014:104) and lhyembe 

(2000:22) contend that the funding problem of SM Es is primarily due to the behaviour of banks 

and imperfection of the capital markets. Many business owners have ideas on how to grow 

their business but suffer from lack of financial backing. 

Table 5.18: Obstacles Encountered 

Obstacles encountered (startup and growth) Frequency Percentage 

Limited finance 158 39.6 

Lack of appropriate residence permit 56 14 

Lack of business space 47 11.8 

Lack of information on business related matters 69 17.3 

Lack of skilled employees 69 17.3 

Total 399 100 

Table 5.18 indicates that 39.6% of the business owners' encountered limited finance, 17.3% of 

the business owners encountered lack of information on business related matters, 17.3% 

encountered lack of skilled employees, and 14% encountered lack of appropriate residence 

permit while 11.8% encountered lack of business space. As in the previous table, the findings 

here also indicates that many SMEs business owners have difficulties in accessing funds. These 

funds can help grow and sustain their business. As established by Brink and Cant (2003:16), 

financial issues such as capital requirements, bookkeeping, financial planning, financial control, 

income generation are some of the major causes that many SM Es at present encounter. 
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5.4.2.2 Summary of the challenges experienced by SM Es in South Africa 

The section above describes the challenges experienced by the business owners. It follows from 

the fact that the majority of the business owners are engaged in a small business because they 

want to achieve independence. They want to control and manage their business activities 

themselves and that is why a business is started. As competition become the trending factor in 

every business, many of these business owners try as much as possible to create value to 

maintain their customers despite the challenges experienced. However, the lack of funds has 

hindered many small business activities from growing which make it difficult for them to sustain 

it. They cannot be able to borrow from the financial institution due to strict conditions applied. 

5.4.3 SECTION B:BUSINESS MODEL BUILDING BLOCKS 

5.4.3.1 Reliability and validity for the proposed Business Model Building Block 

In order to interpret the results of the study, reliability and validity of the test are discussed. 

Reliability and validity of data are central issues in all measurements as it indicates the 

c_onsistency as well as how valid the testing instrument is used to test what it is supposed to 

test. According to Golafshani (2003:598) and Joppe (2000), reliability is the extent to which 

results are consistent over time and an accurate representation of the total population under 

study. If the results of a study can be reproduced under a similar methodology, then the 

research instrument is considered to be reliable. That is to say if the testing instrument is 

repeatedly used and the results remain the same, then the instrument is said to be reliable. On 

the other hand, validity is the extent to which the research truly measure that which it was 

intended to measure or how truthful the research results are Golafshani (2003:598) and Joppe 

(2000). Th is means that the research instrument should allow the researcher to hit straight to 

the point of the research objectives. This demonstrates that the researchers generally 

determine validity by asking a series of questions, and will often look for the answers in the 

research of others. 

Presumably, Golafshani (2003:598) and Joppe (2000) maintains that the consistency with which 

the questionnaire (test) items are answered or individual's scores remain relatively the same 
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can be determined through the test-retest method at two different times. This attribute of the 

instrument is actually referred to as stability. If the researcher is dealing with a stable measure, 

then the results should be similar. A high degree of stability indicates a high degree of 

reliability, which means the result are repeatable. 

The most commonly used measure of reliability is Cronbach's alpha and it is used to determine 

the reliability of this study which is the internal consistency. Cronbach's alpha is often 

considered a measure of item homogeneity; i.e., large alpha values indicate that the items are 

tapping a common domain (Pellissier, 2007:57). With Cronbach's alpha, it can estimate the 

proportion of true score variance that is captured by the items by comparing the sum of item 

variances with the variance of the sum scale (Pellissier, 2007:57). 

Item analysis is done to assess the reliability of the different dimensions or constructs in the 

questionnaire via Cronbach alpha values. According to Garu (2007:3106), a level of alpha that 

indicates an "acceptable" level of reliability has traditionally been 0.70 or higher, although 

interpretation of alpha in specific contexts is generally more complicated than that. A high 

alpha is possible even though the item responses are multi dimensional and level of alpha is 

also related to the number of items being tested . 

Equally, George and Mallery (2003:231) add that Cronbach's alpha reliability coefficient 

normally ranges between 0 and 1. The closer Cronbach's alpha coefficient is to 1.0 the greater 

the internal consistency of the items in the scale. According to them, the following rule of 

thumb is required in order to determine the reliability and validity of results: "_ > .9 - Excellent, 

_ > .8 - Good, _ > .7 - Acceptable, _ > .6 - Questionable, _ > .5 - Poor and _ < .5 -

Unacceptable". The study will adopt the measure of 0.7 as acceptable. To determine the 

reliability of the data, a reliability analysis Cronbach alpha was used to test all the constructs. 

The reliability coefficients in respect of the various criteria of the data with their results are 

reflected in the tables below. 

251 I Page 



5.4.3.2 Reliability test for the CFA for the proposed Business Model Building 

Block 

Table 5.19: Reliability Statistics 

Cronbach's Alpha Number of Items 

.876 30 

The reliability statistics of the table above explain that there are thirty item questionnaires that 

were used for the reliability test. The questions were structured into a five point Likert scale 

from 1- 5 using "Strongly disagree"; "disagree"; "Undecided"; "agree" and "strongly Agree" in 

that order respectively. The value was .876 as shown in the above statistics table which 

indicates that the variables are 87.6% reliable hence they are ideal for exploratory factor 

analysis (EFA) (O'Rourke, Psych & Hatcher, 2013). 

The results explained how strong the items had measured with 0.876, which is in consonance 

with George and Mallery (2003:231) who posit that an acceptable reliability should be greater 

than >.7 which in this case is .8. In addition to this, Ansah (2014:562) and Mokhlis (2009:268) 

also observed that alpha coefficient between 0.526 and 0.796 is regarded as having a high 

internal consistencies and reliability. 

5.4.3.3 Validity test for the CFA for the proposed Business Model Building Block 

Validity refers to the degree to which a survey instrument actually measures what it is 

supposed to measure (Fink, 2003). In this research validity was checked with the help of factor 

analysis. This includes the use of Kaiser-Meyer-Olkin Measure of Sampling Adequacy (KMO). 

The KMO recommended (minimum > 0.05) and Bartlett's test of sphericity (recommended 

significance> 0.05) (Sarkkinen & Kassi, 2013:61). 
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Table 5.20: KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .830 

Approx. Chi -Square 3391.580 
Bartlett's Test of 

Df 435 
Sphericity 

Sig. .000 

The above table explains the result of the Kaiser-Meyer-Olkin (KMO) and Bartlett's Test of 

Sphericity Measures of Sampling Adequacy. The KMO value of 0.830 is greater than 0.7 

implying that the sample is adequate enough for factor analysis to be conducted (Leech, 

McNaughton & Timperio, 2014). The Bartlett's test rejects the null hypothesis that the 

correlation matrix is an identity matrix; hence the correlation matrix is factorable. 

5.4.3.4 Description of the Business Model factors using the "Total Variance 

Explained" 

The eigenvalues also referred to as "Guttman Rule" represent a partition of the tota l variation 

in the multivariate sample {Hair, Black, Babin, Anderson & Tatham, 2006 and Warne & Larsen, 

2014:106). Guttman rule is the strategy for retaining all factors with eigenvalues greater than 

1.0. According to th is Guttman rule, it proposed that in an EFA, all factors with eigenvalues 

greater than 1.0 should be retained Warne and Larsen {2014:106) and Courtney {2013:2) . The 

reason for proposing this rule was that EFA is a data reduction method, and it is reasonable to 

require any retained factors to explain more variance than is explained by a single variable -

which would be 1.0 when all variables are standardized (Warne & Larsen, 2014:106 and Warne, 

Lazo, Ramos, & Ritter, 2012:135). 
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Table 5.21: Total Variance Explained 

Total Variance Explained 

Component Initial Eigenvalues 

Total % of Variance Cumulative % 

1 7.358 24.528 24.528 

2 2.130 7.101 31.629 

3 1.931 6.437 38.066 

4 1.693 5.643 43.709 

5 1.424 4.748 48.458 

6 1.357 4.524 52.982 

7 1.131 3.769 56.751 

8 1.044 3.480 60.231 

9 .974 3.248 63.479 

30 .219 .729 100.000 

The initial solution revealed six subscales with an eigenvalue greater than 1. When the items in 

subscales were analyzed, a difficulty occurred in giving a name to the subscales coming out. The 

confirmatory factor analysis (CFA) suggests eight factors based on the Kaiser's rule of 

eigenvalues greater than one (Fabrigar & Wegener, 2012). The benchmark of 50% explainable 

variance is regarded as acceptable (Fook, Narasuman, Abdul Rahman, Sidhu & Fong, 2015). It 

can be noticed that the suggested factors explain about 60.231% of the total variance as 

opposed to 57.8% for the proposed business model with six factors. As such, the factors 

suggested by CFA are better than the proposed factors in terms of the total explainable 

variance. 

5.4.3.5 Factor loading for proposed Business Model Building Block 

An exploratory factor analysis (EFA) was conducted for all the variables studied with principal 

component analysis as the extraction method and Varimax (Orthogonal) rotation, Initial Factor 

Matrix and Promax (Oblique) Factor Matrix as the rotation method . Only those variables that 

had factor loadings either higher than or equal to 0.35 were considered significant (Kakeeto

Aelen, 2014:10 and Hair et al., 2006). As a matter of fact, Hair et al. (2006) suggest that the 
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significant factor loading for a sample size of 300 should be 35 and above. For this study the 

sample used was 406. 

After using varimax rotation, the loadings for each item was examined . There should be at least 

three items per factor for the factor matrices to be regarded as good (O'Rourke et al., 2013). 

However, the initial factor rotation was not easy to interpret, therefore the researcher resort to 

factor rotation. Both an oblique (Promax) and an orthogonal (Varimax) method are adopted in 

this study in order to benefit for comparison reasons. 

The final solution had nine subscales with an eigenvalue greater than 1. All the nine subscales 

combined explained 72.9% of the variance. 
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Table 5.22: Factor Matrix 

FACTOR1FACTOR2 FACTOR3 FACTOR 4 FACTOR5FACTOR6 FACTORJFACTORS FACTOR l FACTOR 2,FACTOR 3 FACTOR4 FACTOR S FACTOR 6 FACTOR7 FACTORS 
0.583 0.254 0.039 --------cuis 0.206 0.406 0.013 0.196

1
1 0.784 0.1831 0~ 0.096 0.122 0.069 0.095 0.04 

0.64 0.2291 0.086 ~ 0.1021 0.137 ~ 0.106 0.55 0.193 0.0471 0.007 0.061 0.09 00681 0.109 
0.261 

--t ---. 
0.593 0.209 0.054 0.28 0.016 0.07 0.007 0.178 0.543 0.021 0.131 , 0.28 0.069 6 0.109 

o.m J 
-

0.0411 ~ 0.569 0.071 0.11 0.011 0.041 0.418 0.253 0.289 0.062 0.28 0.087 
0.635 0.008 0.2291 0.214 0.387 0.061 0.133 0.076 0.056 0.38~ 0.164 

~ 
0.026 

0.573 0.04iJ 0.1 0.25 0.267 0.078 0.321 0.267 0.013 0.063 0.186 0.055 0.155 0.048 0.072 - -- ---+ 
0.561 ~ 0.0341 0.129 0.064 0.083 0.243 0.275 0.038 0.649 0.033 0.066 0.01 0.044 0.043 0.121 --- -- 0.04611 ----::--::::;:r --'-+ ~--------. 

o.@ 0.027 0.505 0.295 0.16 0.15 0.057 0.349 0.166 0.742 0.089 0.02 0.115 0.061 0.123 
0.569 0.338! 0.218I 0.212 0.1 0.092 0.047 0.204 0.59 o.015J 0.057 0.054 0.018 0.024 0.397 0.113 
0.59 0.196 0.134 0.227 0.134 0.17 0.134 0.029 0.63 0.089 0.033 0.031 0.104 0.104r! 0.111 

0.527 0.281 0.085 0.057 0.097 0.005 0.19 0.524 0.23 0.073 0.027 0.232 0.034 0.123 0. 0.035 
0.566 0.149 0.028 0.102 0.061 0.308 0.427 0.168 0.12 0.404 0.035 0.047 0.014 0.202 0. 0.011 -------, -- - OJJ --t --t --
0.236 0.07 0.267 0.606 0.322 0.124t::ii 0.11 0.081 0.139 

0.1~ • 
0.048 

o.457I o.~ 
-

0.127 o.~ 0.016 0.347 0.273 0.023 0.26 0.038 0.025 . 0.107 0.2261 0.25 

0.567 0.032 0.049 0.115 0.232 0.222 0.235 0.082 0.039 0.255 0.098 0.016 .. 
0.02c:ffi 

0.022 

0.038 
--t ~ 

0.587 0.173 0.023 0.027 0.385 0.121 0.122 0.061 0.243 0.037 0.147 0.309 0.155 0.432 0.055 

0.515 0.016 0.091 0.2271 0.261 0.166 0.088 0.0281 0.293 0.019 0.0811 • I 0.045 . 0.057 0.056 

0.0441 I --;;-:;:;;;t 
0.445 0.319 0.003 0.077 0.141 0.11 0.226 0.029 0.09 ~ 
0.397 0.315 0.238 0.049 0.084 '·'" '"' ''"'■ 

0.082 0.101 0.15 0.031 0.233 

0.339 0.004 0.038 0.068 0.087 0.035 0.12 0.041 0.014 0.123 0.018 0.041 0.203 

0.38 0.04 0.117 0.145 0.159 0.174 0.021 0.158 0.026 0.23 0.087 0.128 0.127 
-! 

0.1571 0.336 0.054 0.183 0.156 0.234 0.005 0.148 0.07 0.0781 0.104 ~ii 0.102] - ---; -~ o.o19 j 0.539 0.06 0.525 0.041 0.004 0.07 0.352 0.026 0.074 0.098 0.018 0.093 

0.238 0.175 0.662 0.101 0.034 0.051 0.251 0.189 0.032, 0.045 0.056 0.115 0.364 0.159 

0.375[ 0.167 0.349 0.367 0.217 0.066 0.065 0.039 0.068 0.191 0.03 ·~ra 0.021 0.195 

0.348 0.283 o.-m Q.357 0.074 0.222 0.036 0.126 0.158 0.183 0.115 0.293 0.151 0. 0.091 0.224 

0.279 0.3321 0.079 0.021 0.121 0.199 0.133 0.2371 ~ 0.138,, 0.263 0.233 0. 0.291 0.104 ----,. ----- - 0.0841 
0.424 0.277 0.402 0.126 0.197 0.33 0.114 0.166 0.019 0.188 0.012 0.762 0.126 0.016 0.116 

0.476 0.276 0.394 0.004 0.142 0.35 0.104 0.245 0.134 0.087 0.0281 0.784 0.027 0.089 0.041 0.114 

0.588 0.251 0.188 0.024 0.036 0.314 0.031 0.127 0.238 0.065 0.136 0.577 0.097 0.124 0.065 0.015 

Initial Factor MatrixPromax (Oblique) Rotated Factor Matrix 
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FACTORl FACTOR2 FACTOR31FACTOR4
1
FACTOR5

1
FACTOR6 FACTOR7 FACTORS 

0.746 0.268 0.021 0.1481 0.01 0.112 00351 0.007 

0.5 0.063 1 0.0821 0.174
1 D.138 134 0.089 

~ 
0.006 0.339 0.045 0.052 0.129 

0.369 3 0.099 0.125 01791 0.058 

0.108 0.029 0.475 0.291 0.05 0.143 0.061 - 0.0881 0.046 0.28 0.031 0.089 0.04 
---; ----, 

0.106 0~ 0.057 0.124 0.135 0.065 -0.696 0.042 0.044, 0.137 , 0.146 0.078 0.093 0.049 ---, 
0.623 0.079 0.116 0.016 0.125 0.429 0.118 

0.63 0.068 0.111 0.097 0.196 0.116 
--+ 

0.331 0.065 0.056 0.2221 0.034 

0.094 0.452 0.061 0.035 0.028 

0.115 
---,-

0.098 0.186 

0.155 
- ----:;-;::t 

0.07 0.01 

0.122 0.309 0.146 

0.142 0.328 0.101, 
0.127 0.325 0.071 

0.247 0.025 --, 
0.004 ~ 0.045 0.265 0.052 0.265 - -0.001 0.047 , 0.054 0.08 0.0641 0.157 

0.091 0.04 0.249 0.007 0.159 0.145 -,- -----, -----, 
0.193 0.119 0.131 0.197 0.123 0.106 

---t 
0.424 0.006 0.06 0.084 0.142 

----+ ----+ 
0.177 0.027 ~ 0.049 1 0.103 

0.113 0.048 0.075 0.137 0.072 

0.067 0.07 0.051 0.379
1 

0.118 
---+ 

0.149 0.057 0.171 0.363 0.246 0.245 0.119 

0.045
1 

0.211 0.042 0.749 0.001 ~ 0.061 0.053 

0.167 0.019 0.072 o.m 0.129 0.124 0.03 0.023 

0.2% 0.169 0.203 0.603 0.042 0.18 0.077 0.0211 

Varimax (Orthogonal) Rotation Factor Matrix 

Factor loadings of at least 0.3, a commonly used of cut-off are regarded as significant and there 

should be at least three items per factor for the factor matrices to be regarded as good 

(O'Rourke et al., 2013). It can be noticed that the initial factor matrix is not good because it has 

many items loading on Factor 1, Factor 2 and Factor 3 have sufficient items loading on them 

and the other factors have insufficient or no items loading on them. On the other hand, the 

Promax- and Varimax -rotated matrices are better than the initial factor matrix because all the 

factors have at least three significant items loading on them and the items are relatively fairly 

distributed as opposed to the initial matrix. The Promax- and Varimax-rotated matrices suggest 

the same factors which are summarised in the next table. 
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Table 5.23: Factor Loading for the Proposed Business Model Building Block 

B1.1 I try satisfying an entirely new set of needs that customers perceive 

B1.2 I try improving product or service performance to create value for customers 
FACTORl 

B2.8 I always communicate to my customers 

B2.9 I always communicate to my employees in order to deliver a value 

B2.10 I raise awareness to customers about the business products and services 

BL3 I tailor roducts and services to the specific needs of Individual customers 

FACTOR2 
BLS 
BL6 I help customers reduce cost in other to create value 

FACIORJ 

FACTORS 

The succeeding data analysis result compares South African and foreign business owners in 

terms of implementing the factors of the CFA confirmed business model. 
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Figure 5.3: Communication Process (channels) and Value Creation (proposition) 

60 

llt 

~ 40 
ii 
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Factor 1 
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South South Sol.th South South Foreign Foreign Foreign Foreign Foreign 
African African African African African owner owner owner owner owner 

81 .1 81 .2 82.8 82.9 82.10 81 .1 81 .2 82.8 82 .9 82.10 

■ strongly Disagree 
■Disagree 
■ Undecided 
■ Agree 

strongly Agree 

The above figure is a combination of Bl and B2 of the business model building block. From the 

figure, it can be noticed that both South African and foreign business owners are in agreement 

(Agree or strongly agree) that they have implemented the items of Factor 1. However, there are 

generally more foreign business owners who are in agreement (Agree or strongly agree) that 

they have implemented the items of Factor 1 than South Africans who have done same. For 

example, 10.76% of South African business owners strongly agreed that they have implemented 

B1.1 as opposed to 20.35% for foreign business owners. 24.13% of South African business 

owners have agreed that they have implemented B1.1 as oppose to 35.17% of foreign business 
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owners. 2.04% of both South African and foreign business owners are all undecided and 2.04% 

of only the foreign business owners disagree to B1.1. In B1.2 20.93% of South African business 

owners have agreed that they have implemented B1.2 as opposed to 32.56% for foreign 

business owners. 13.95% of South African business owners have strongly agreed that they have 

implemented B1.2 as oppose to 23.55% of foreign business owners, 1.744% of South African 

business owners are undecided as opposed to 2.035% of foreign business owners and 1.163% 

of same foreign owners disagree with B1.2. 

In B2.8, 18.95% of South African business owners have agreed that they have implemented 

B2.8 as opposed to 32.07% for foreign business owners. 16.03% of South African business 

owners have strongly agreed that they have implemented B2.8 as oppose to 26.24% of foreign 

business owners and 1.166% of South African business owners are undecided as opposed to 

0.875% of foreign business owners for B2.8. In B2.9, 20.41% of South African business owners 

have agreed that they have implemented B2.9 as opposed to 33.82% for foreign business 

owners. 16.03% of South African business owners have strongly agreed that t hey have 

implemented B1.2 as oppose to 24.20% of foreign business owners, 1.166% of South African 

business owners are undecided as opposed to 0.875% of foreign business ownerswith B2.9. 

While in B2.10, 23.53% of South African business owners have agreed that they have 

implemented B2.10 as opposed to 35% for foreign business owners. 10.88% of South African 

business owners strongly agreed that they have implemented B2.10 as oppose to 21.47% of 

foreign business owners, and3.824% of South African business owners are undecided as 

opposed to 0.588% of foreign business owners and 1.417% of same foreign owners also 

disagree with B2.10. 

The finding from the above figure indicates that both foreign and South African business 

owners implement B1.1, B1.2 and B2.8. However, there are more foreign business owners who 

try so hard to satisfy the new set of need for customers by improving their products and 

services. The foreign business owners also try as much as possible to communicate to their 

customers as a means to confirm the business model of value creation and communication 
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process. Poovalingam and Veerasamy (2007:87) add that no organisation can function properly 

or reach its goals without a good system of communication . Osterwalder and Pigneur (2009:22), 

Osterwalder et al. (2005:17) and Seddona and Lewis (2003:242) also establishedthat effective 

communication brings about value creation. This can be seen from the way the business 

owners interact with their employees and customers. They try as much as possible to improve 

their products and service performance in order to create sustainable value. In brief, it can be 

seen that through communication, business owners are able to take effective decisions on 

customer's choice of good and services. Besides having good communication in the work or 

business place saves ample time and money for business owner as they are able to obtain 

information directly from their customers on the choice of products and services needed. 

Figure 5.4: 

.,, 
~ 40 
ii 
> 

20 
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Value Creation (Proposition) 

Factor2 
■strongly Disagree 
■Disagree 
■Undecided 
■Agree 

strongly A gree 



Factor 2 of the above indicates the Bl of the business models building block. It can be noticed 

that for both South African and foreign business owners, the majority are in agreement (Agree 

or strongly agree) that they have implemented the items of Factor 2. However, there are 

generally more foreign business owners who are in agreement (Agree or strongly agree) that 

they have implemented the items of Factor 2 than South Africans. For example, 8.721% of 

South African business owners strongly agreed that they have implemented B1.3 as opposed to 

18.02% for foreign business owners. 17.73% of South African business owners have agreed that 

they have implemented B1.3 as oppose to 32.56% of foreign business owners. 6.10% of South 

African business owners are undecided as opposed to 4.070% foreign business owners, 3.779% 

of South Africans disagreed as opposed to 5.523% of foreign business owners and 1.163% of 

only foreign business owners strongly disagree to B1.3. 

In B1.5, 18.82% of South African business owners agreed that they have implemented B1.5 as 

opposed to 32.06% for foreign business owners. 5.294% of South African business owners have 

strongly agreed that they have implemented B1.5 as oppose to 18.82% of foreign business 

owners. Only 5% of South African business owners are undecided, 5.588% of South Africans 

disagreed as opposed to 4.706% of foreign business owners while 4.118% of South African 

business owners' and2.941% of foreign business owners strongly disagrees to B1.5. 

In B1.6, 19.48% of South African business owners agreed that they have implemented B1.6 as 

opposed to 37.79% for foreign business owners. 6.395% of South African business owners have 

strongly agreed that they have implemented B1.6 as oppose to 16.57% of foreign business 

owners. 5.523% of South African business owners are undecided about fulfilling B1.6 as well as 

2.616% of foreign business owners. 4.651% of South Africans business owners disagree as 

opposed to 2.616% while 2.326% of South African business owners strongly disagree to B1.6 as 

opposed to 1.744% of foreign business owners. A similar difference can be observed for B1.7 

which also indicates that 20% of South African business owners agreed to B1.7 as opposed to 

33.82% of foreign owners. 7.941% of South African business owners strongly agree as opposed 

to 16.18% of foreign business owners. 4.412% South African business owners are undecided 
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about B1.7 as opposed to 5.588% of foreign business owners. 4.118% of South African business 

owners disagree to B1.7 as opposed to 2.941% of foreign business owners. 

From the above figure it could be seen that both South African and foreign business owners 

implement B1.6 and B1.7. However, there are generally more foreign business owners who 

have indicated how strongly they help customers to reduce cost as well as offer post purchase 

product or services. Amit and Zott (2001:496) seek to add that value creation is the amount 

buyers are willing to pay for what a firm provides them. Value is measured by the total revenue 

obtained from the value created. Without reservation, a firm is profitable if the value it 

commands exceeds the costs, that is to say the item or product given to customer is worth 

more than the expected cost. Therefore, in order to create value, a business owner should be 

able to differentiate every step of the value chain, through activities resulting in products and 

services that lower buyers' costs or raise buyers' performance (Amit & Zott, 2001:496). 

Figure 5.5: Communication Process and Effective Customer Relationship 

Factor3 
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Factor 3 of the above indicates B2 and B3 of the business model building block. The results are 

similar to those of Factor 1 and Factor 2 where there are relatively more foreign business 
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owners who are in agreement (Agree or strongly agree) that they have implemented the items 

of Factor 3. For example, 11.28% of South African business owners agree whereas 21.36% of 

the foreign business owners have agreed that they have implemented item B2.11. Also, 19.58% 

of the South African business owners have strongly agreed that they have implemented the 

B2.11 as opposed to 34.42% of the foreign business owners. 5.638% of South African business 

owners are also undecided on B2.11 as oppose to 3.561% of the foreign businesses. While 

1.780% of South African business owners are in disagreement as opposed to 0.297% of the 

foreign business owners. 

Apparently, the same can also be seen on B2.12 where 6.957% of South African business 

owners are in strong agreement as opposed to 16.52% of foreign businesses to B2.12. 17.68% 

of South African business owners agree to B2.12 as opposed to 34.20% of foreign business 

owners. The same can be seen across B2.12. In addition to this, 8.960% of South African 

business owners strongly agree to B3.16 as opposed to 18.50% of foreign business owners. 

17.92% of South African business owners also agree to B3.16 as oppose to 33 .82% foreign 

business owners, whereas 4.913% and 2.890% of South Africa strongly disagree and disagree to 

B3 .16 as opposed to 5.780% and 1.734% of the foreign owned business. 

From the figure above, both the foreign and South African business owners have implemented 

item B2.11, B2.12 and B3.16. However, there are generally more foreign business owners who 

have indicated that they allow customers to purchase specific products as well as provide all 

necessary means for customers to help themselves. According to Wairimu and Esther 

(2015:523), the working technique in customer relationship management is the business 

attributes that interact with the customer during the sales and service delivery. These 

attributes contribute to ensuring customer loyalty, excellent service delivery, and quality 

management Wairimu and Esther (2015:523). Indeed, Cengiz (2007:83) also add that a good 

customer relationship is one that brings about a comprehensive insight to the customer pre and 

post purchase behaviour. Therefore, the findings indicate that good communication brings 

about better relationship with customers and having a good relationship enables the customers 
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to interact freely with the business owner as well as obtaining information on the choice of 

products and services needed. 

Figure 5.6: 

60 

Communication Process and Effective Management Partnership 

Factor4 
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• Disagree 
• undecided 
• Ago·ee 

Strongly Agree 

Factor 4 of the above indicates B2 and BS of the business model building block. It can be 

noticed that for both South African and foreign business owners, the majority are in agreement 

(Agree or strongly agree) that they have implemented all items of Factor 4 except for foreign 

business owners relative to item B2.13. For Item B2.13, the foreign business owners who are in 

agreement (Agree or Strongly Agree) and those in disagreement (Disagree or strongly disagree) 

are almost equal. Generally, more foreign business owners are in agreement (Agree or strongly 

Agree) that they have implemented the items of Factor 4 than South African business owners. 

For example, 7.85% of South African business owners agree whereas 14.24% of the foreign 

business owners have agreed that that they have implemented item B2.13. Also, 12.79% of the 

South African business owners have strongly agreed that they have implemented the B2.13 as 

opposed to 14.53% of the foreign business owners. 4.1% of South African business owners are 

undecided with item B2.13 as oppose to 4.7% of the foreign business owners with a slight 
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difference. With 8.14% and 5.52% of South Africa as well as 13.1% and 15.1% of foreign 

business owners strongly in disagreement to B2.13 of Factor 4. 

Again, 9.62% of South African business owners strongly agree to item B4.18 as opposed to 

14.24% of foreign owned business. 15.16% of South African business owners also agree as 

oppose to 14.5% of foreign business owners to item B4.18. The same applies to 5.54% of South 

African as opposed to 4.1% of foreign owned business who are undecided to item B4.18. Also in 

B5.24 5.54% of South Africa strongly agree as oppose to 12.2% of foreign owners. 25.1% of 

South Africans agree to item B5.24 as oppose to 30.90% of foreign business owners. The same 

applies to the other items on B5.24. 

The finding on the above indicates that both South African and foreign business owners have 

implemented B4.18 and BS.24. However, the foreign business owners have indicated that they 

charge customers for each service they provide and also provide their workers with continuous 

training. Stone (2012:2) contend that on various measure of activity, smaller businesses tend to 

engage their employee in training in order to help attend professionally to their customers 

while growing their business. Besides, there is need that SMEs owners should engage their 

employees in training as it boosts employees' confidence not only in dealing with customers' 

needs but also be able to compete with the rival businesses. 
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Figure 5.7: Value Creation and Effective Customer Relationship 
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From the figure above, it indicated the Bl and B3 of the business model building blocks. Figure 

5. 7 indicates that the both South African business owners and foreign business owners are in 

agreement (Agree or strongly agree) that they have implemented the items of Factor 5. 

However, there are more foreign business owners who are in agreement (Agree or strongly 

agree) that they have implemented the items of Factor 5 than South African owners. For 

example, 9.62% of South African business owners agree whereas 20.70% of the foreign 

business owners have agreed that that they have implemented item B1.4. Also, 18.08% of the 

South African business owners have strongly agreed that they have implemented the B1.4 as 

opposed to 33.24% of the foreign business owners. 6.1% of South African business owners are 

also undecided as oppose to 2.6% foreign business owners on item B1.4, the same applies to 

the rest B1.4. Again, in B3.14, 10.6% of South African business owners strongly agree as oppose 

to 22.1% foreign business owners. 17.6% of South African business owners as oppose to 31.76% 
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foreign business owners for item B3.14. In the same item, 4.7% of South Africa business owners 

as oppose to 3.5% of foreign business owners are undecided unlike 1.77% of South African 

business owners as opposed to 3.5% and 2.1% respectively where they are all in disagreement 

with the item. 

Still, on Factor 5 above, 6. 75% of South African business owners strongly agree as oppose to 

19.1% of foreign business owners to item B3.15. 17. Item B3.15 still contends with 5.6% of 

South African as oppose to 2.3% of foreign business owners who are undecided about the item. 

Whereas 5.6% and 3.2% of South African business as oppose to 6.2% and 1.8% of the foreign 

business who are in disagreement with the item. Finally, in item B3.17, 10.5% of South African 

business owners as oppose to 18.1% of foreign business owner strongly agree to item B3.17. 

17.2% of South African business owners as oppose to 31.49% foreign business owner who 

agree to item B3.17. The same is seen across the items. 

Base on the above figure, both the South African and foreign business owners have 

implemented Bl.4 and B3.14. Generally, there are more foreign business owners who are in 

agreement that they create design to entice a customer. They also notified that they interact 

effectively with customers during sales process or after they have purchased their goods. The 

relationship a business owner develops with their customer is often the reason they return. 

Osterwalder and Pigneur (2009:30) posit that the customer relationships called for by a 

company's business model deeply influence the overall customer experience. Building a 

customer relationship entails investing in your business. Therefore the need to allow the 

customers the choice to bring in their suggestion is necessary towards growing ones business as 

they are the ones the business is being designed for. As a result, Giese and Cote (2002:18) 

maintained that it is necessary for business owners to engage in researching to understand 

different types of customers and context in order to help them accomplish their needs and that 

researcher can tailor the satisfaction scale to more accurately reflect the consumer's true 

meaning of satisfaction. 
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Factor 6 of the above indicated the 84 of the business model building block. It can be noticed 

that unlike in the first five factors, the majority of South African and foreign business owners 

are in disagreement (disagree or strongly disagree) that they have implemented the items of 

Factor 6. Higher percentages of the foreign business owners have not implemented the items 

of Factor 6 than South African business owners. For example, 10.5% of South African business 

owners disagree that they have implemented item 84.19 in their business as opposed to 

16.62% for foreign business owners. Also 6.1% of South African business owners strongly 

disagree as opposed to 11.1% of foreign business owners. The same variation can be seen 

throughout item 84.19 with 10.2% of South African in agreement as oppose to 17.20% of 

foreign business owners. This can also be seen on the rest. 
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Despite item B4.19 having a majority of South African and foreign business owners in 

disagreement; the same still applies to item B4.20. For example, 12.2% of South African 

business owners are in disagreement as oppose to 25.95% of foreign business owners. The 

same goes with 8.12% of South African business owners strongly in disagreement as opposed 

with 10.5% of foreign business owners too. Conversely, in item B4.20, small percentage of 

South African also disagrees with 8.2% as oppose to 10.5% of foreign business owners. 

On the other hand, item B4.21 have 12.5% of South African business owners disagreeing as 

oppose to 27.6% of foreign own business. Whereas 9.6% of South African business owners are 

in agreement as oppose to7.9% of foreign business owners with item B4.21. Yet the same 

variation can be seen all through Factor 6 with item B4.22 having 11.11% of South African as 

oppose to 25.2% of foreign business owners who are also in disagreement with item B4.22. 

As it is seen from the above, both South Africa and foreign business owners disagrees that they 

do not give customers permission to use protected intellectual property in exchange for 

licensing fee. They state that they do not allow the customer access to brokerage i.e. using 

credit card and they also do not allow customers access for advertising in return for fee. At this 

juncture, Osterwalder and Pigneur (2009 :30} posit that revenues are automatically likened to 

the arteries. That is to say, an organisation must evaluate the worth of the value they provide 

to each customer segment before defining how and what need to be achieved. To do this they 

need to clearly define the streams customers must use for their pricing strategy. However, 

there is need that companies must ask itself, for what value is each Customer Segment truly 

willing to pay? In answering this question, Osterwalder and Pigneur (2009:30} maintained that 

they must focus on how to capture value. By so doing the customers will then be able to choose 

suitable revenue they desire. 
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Figure 5.9: Effective Management Key Resource 
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Figure 5.9 indicates item BS of the business model building block. It can be noticed that for both 

the South African business owners and foreign business owners, the majority are in agreement 

(Agree or strongly agree) that they have implemented the items of Factor 7. However, there are 

more foreign business owners who are in agreement (Agree or strongly agree) that they have 

implemented the items of Factor 7 than South African owners. For example, 7.85% of South 

African business owners agree whereas 17.44% of the foreign business owners have agreed 

that they have implemented the item B5.23. 21.51% of the South African business owners have 

strongly agreed that they have implemented item B5.23 of Factor 7 as opposed to 30.23% of 

the foreign business owners. In contrary, 4% of South African business owners are undecided as 

oppose to 4.4% of foreign business owners. While 3.8% of South African business as opposed to 
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6.4% and 2.9% of foreign business owners who disagree (disagree and strongly disagree) to 

item B5.23. 

For item B5.25, 7.3% of South African business owners strongly agree whereas 15.1% of the 

foreign business owners have strongly agreed that they have implemented the item B5.25. 

22.7% of the South African business owners have again agreed that they have implemented 

item B5.25 of Factor 7 as opposed to 32.3% of the foreign business owners. In contrary, 5.8% of 

South African business owners are undecided as oppose to 4.9% of foreign business owners. 

While 1.7% of South African business disagree to item B5.25 as opposed to 6.97% and 1.7% of 

foreign businesses owners strongly disagreeing and disagree to item B5.25. 

Similarly, for item B5.26, 21.7% of South African business owners strongly agree whereas 33.5% 

of the foreign business owners have strongly agreed that they have implemented the item 

B5.25. 6.1% of the South African business owners have again agreed that they have 

implemented item B5.26 of Factor 7 as opposed to 13. 7% of the foreign business owners. In 

contrary, 5% and 1.8% of South African business owners are in disagreement (strongly disagree 

and disagree) as oppose to 8.3% and 0.89% of foreign business owners while 3.9% of South 

African business owners are undecided as oppose to 4.7% of foreign business owners to item 

B5.26. 

Equally on Factor 7, similar variation exists in that for item B5.27 wherel6.9% of South African 

business owners strongly agree whereas 32.3% of the foreign business owners have strongly 

agreed that they have implemented the item B5.27. 6.1% of the South African business owners 

have again agreed that they have implemented item B5.26 of Factor 7 as opposed to 10.5% of 

the foreign business owners. In contrary, 5.2% and 13.5% of South African business owners are 

in disagreement (strongly disagree and disagree) as oppose to 9.89% and 2.3% of foreign 

business owners while 7.3% of South African business owners are undecided as oppose to 6.1% 

of foreign business owners to item B5.27. 
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From the above Factor, it could be seen that both the South Africa and foreign business owners 

implement item B5.26, B5.25 and B5.27 of the above factor. Generally, it can be noticed that 

the foreign business owners form strategic alliance in more than one area of business. They 

allocate enough resources and activities to buyer-supplier relationship and they extend own 

capabilities by relying on other firm to furnish resources or perform certain activities. Abu Bakar 

and Ahmad (2010:421) describe firms resources as the productive assets of firms through which 

activities are accomplished. Business owners are able to allocate enough resources for their 

business for it to grow while satisfying the demand and needs of their customers. They do this 

by delivering quality goods and services to their customers in order to satisfy their needs and 

demands. Again, in their quest to deliver quality products and services, they liaise with other 

business to provide i.e. networking. 
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Figure 5.8 indicates B6 of the business model building block. It can be noticed that for both the 

South African business owners and foreign business owners, the majority are in agreement 

(Agree or strongly agree) that they have implemented the items of Factor 8. However, there are 
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more foreign business owners who are in agreement (Agree or strongly agree) that they have 

implemented the items of Factor 8 than South African owners. For example, 5.80% of South 

African business owners strongly agreedto item B6.28 as opposed to 13.91% of the foreign 

business owners who have strongly agreed that they have implemented the item B6.28. 20.6% 

of South African business owners have also agreed as opposed to 35.94% of foreign business 

owners that they have implemented item B6.28. 6.1% of South Africans are undecided on item 

B6.28 as oppose to 5.2% of foreign business owners while 3.2% and 2.9% of South African 

business owners as opposed to 5.2% and 1.2% foreign business owners have all (strongly 

disagreed and disagreed) to item B6.28. lnB6.29, 20.58% of the South African business owners 

have agreed that they have implemented the item B6.29 as opposed to 13.9% of the foreign 

business owners. 5.8% of South African business owners have also strongly agreed as opposed 

to 13.9% of foreign business owners to item B6.29. The same can be seen for item B2.29 of 

which 3.2% of South African business owners are undecided to as opposed to 5.2% of foreign 

business owners. While 6.4% and 2.6% of the South African business owners have (strongly 

disagreed and disagreed) to item B6.26. Finally in item B6.30, 19.1% of South African business 

owners have agreed that they have implemented item B6.30 as opposed to 33.6% foreign 

business owners. 4.6% of South African business owners are undecided to item B6.30 as 

opposed to 6.4% of foreign business owners. While 5.2% and 1.7% of foreign business owners 

have strongly disagreed and disagreed that they have implemented item B6.30 as opposed to 

4.9% and 2% of foreign business owners. 

From the above figure, both South Africa and foreign business owners implement item B6.28, 

B6.26 and B6.30. However, the foreign business owners have generally agreed that they create 

and maintain the leanest possible cost structure. They also benefit from bulk purchase as well 

as operate in a large scope of operation. Many foreign business owners try as much possible to 

reduce and maintain cost of their products in order to attract customers. They do this by 

purchasing good in large quantity in order to reduce the price. Purchasing goods in large 

quantity is also seen as stocking. Olakunoro (2005) and lkechukwu and PoweiDaubry (2008:72) 

add that stock are finished goods, raw materials, parts and semi-finished goods which a firm 
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keeps in anticipation of demand for production purpose and/or to satisfy the needs of 

consumers. Business owners operate in a large scope from different dealers and benefit from 

bulk purchase in order to keep their business going while maintaining a reasonable price value. 

5.4.3.6. Summary of the comparison of the South African and foreign owned 

Business Models 

The results of the analysis show that there is a difference between South African business 

owners and foreign business owners relative to the implementation of the items of the 

business model suggested by CFA. It can be noticed that, generally, the foreign business owners 

are in agreement (Agree or strongly agree) that they have implemented the items of all the 

factors of the CFA proposed model except for Factor 6 and are as follows: 

► Factor 1: B1.1-(1 try satisfying an entirely new set of needs that customers perceive). B1.2 

- (I try improving product or service performance to create value for customers). 

► Factor 2: B1.6- (I help customers reduce cost in order to create value) and B1.7-(1 offer a 

post-purchase products or service) . 

► Factor 3: B2.11- (I allow customers the choice to purchase specific products and services), 

B2.12-(1 provide post-purchase customer support and B2.13) 

► Factor 4: B4.18- (I charge customers for each service I provide) and B5.24- (I provide 

continuous training and knowledge management to my employees) 

► Factor 5: B1.4- (I create design to entice a customer)and B3.14- (I interact effectively with 

customers during sales process or after the purchase is complete) 

► Factor 7: B5.26- (I form strategic alliance in more than one area of business), B5.25 (I 

allocate enough resources and activities to buyer-supplier relationship) and B5.27 (I extend my 

own capabilities by relying on other firms to furnish resources or perform certain activities. 

► Factor 8: B6.28- (I create and maintain the leanest possible cost structure i.e. low price 

value), B6.29- (I benefit from lower bulk purchase rates) and B6.30- (I operate in a large scope 

of operation) except for Factor 6. More specifically, the majority of the foreign business 

owners are in disagreement (Disagree or strongly disagree) that they have used the following 

items of Factor 6: B4.19 (I grant customers exclusive right to use a particular asset for a fixed 

period in return for a fee), B4.20 (I give customers permission to use protected intellectual 
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property in exchange for licensing fees), B4.21 (I allow customers access to brokerage fees eg. 

Using credit card, savings, cheque to purchase) and B4.22 (I allow customers access for 

advertising in return for fees). 

It can be noticed that these items formed part of the factor named "Creating Sustainable 

Revenue Streams" in the initially proposed business model (Questionnaire) . The results imply 

that all other items included in the initial questionnaire (proposed business model) except for 

the items of the factor called "Creating Sustainable Revenue Streams" have enabled the foreign 

owned businesses to outperform the South African business owners. 

5.4.3.7. THE CORRELATION 

5.4.3.7.1 The correlation between different constructs on the proposed Business Model 

Building Block 

To test the strength of the relationships between the different constructs, a multivariate 

analysis of Variance (MANOVA) test was conducted. A multivariate analysis consists of a 

collection of methods that can be used when several measurements are made on each 

individual or object in one or more samples (Rencher, 2002:1). This measurement can be 

referred to as variables and to the individuals or objects as units (research units, sampling units, 

or experimental units) or observations. 

MANOVA is the multivariate analogue to Hotelling's T (Rencher, 2002:1). The multivariate 

equivalent of the T-test is Hotelling's Trace. The purpose of Hotelling's Trace is to test whether 

the vectors of means for the two or more groups are sampled from the same sampling 

distribution. 

The analysis in this study established the extent and degree of the relationships between the 

different variables or factors (Rencher, 2002 :1). A multiple univariate measure does not equal a 

multivariate measure because they do not take into account colinearity (correlations among 

dependent variables) . Therefore, a MANOVA acts as an inherent Bonferroni correction by 
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keeping the probability of making Type I error less than 5% (Rencher, 2002:5). Therefore, the 

degree and nature of this analysis tests results in the acceptance or rejection of the 

propositions. The study used a multivariate test to carry out on several factors and the results 

of the Test which prove or disapprove the result tests are shown. 

The Hotelling' s Trace was used on the following variables: age group, location of business, 

premises, gender, highest qualification, nature of business, number of employees, years in 

operation, origins of the business owner, years before starting a business and nationality. The 

results are shown below. 

5.4.3.7.2 The socio demographic profile and the type of business model created. 

Table 5.24: The effect of demographics on the CFA business model 

Multivariate Tests 

Effect Value F Hypothesis df Error df Sig. 

AGE_GROUP 0.165 1.243 32 966 0.168 

Located 0.246 3.726 16 484 0.000 

Premises 0.053 1.601b 8 243 0.125 

Gender 0.019 .574b 8 243 0.799 

HQ 0.196 1.482 32 966 0.042 

NatureBiz 0.273 2.057 32 966 0.001 

NumEmp 0.204 1.539 32 966 0.029 

YrsOpp 0.224 1.691 32 966 0.010 

Orig 0.131 1.976 16 484 0.013 

YrsBefore 0.145 1.458 24 725 0.073 

Nat Employees 0.283 2.851 24 725 0.000 
**=Significant at the ! %level 
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► The age of the business owner 

A question was formulated to establish whether age has an effect of demographics on the 

business model adopted. To test the hypothesis, Hotelling's Trace was performed and the 

results indicates a (.0168) significant. 

Based on the Hotelling's trace at 5% level of significance, there is no significant difference 

between the ages of the business owner in choosing a business model. This implies that age is 

not a determinant factor for a business owner towards a business model. It is established that 

people who run a business do not necessarily have to be matured before starting a business. As 

long as the prerequisite is attained, one needs to acquire certain skills and experience before 

taking up or starting a business. Despite this, Herrington and Kew in GEMS (2015:32) state that 

people around the age of 25 to 34 are actively involved in running a business because they may 

have developed enough competence to manage a new business through work experience. The 

respondents do not show such skills however, what matters in running a small business is the 

desire and need around the individual. 

► Location of business 

A question was formulated to establish whether location of business has an effect on the 

business model adopted. To test the hypothesis, Hotelling's Trace was performed and the 

results indicates a (.000) significance level. 

Based on the Hotelling's trace at 5% level of significance, there is a statistically significant 

difference between the locations of a business owner in choosing a business model. This 

implies that location is a determinant factor for a business owner towards a kind of business 

model that they need to apply in running their business. Mbonyane (2006:16) maintained that 

the choice of location is determined by the type of the business, proximity of the business to its 

customers, i.e. must customers travel to the business or must the business owner travel to its 

customers. It is therefore established that business owners should careful select the area in 

which the business is located as it plays a huge impact towards choosing a business model. 
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► Premises 

A question was formulated to establish whether business premises have an effect of on the 

business model adopted . To test the hypothesis, Hotelling's Trace was performed and the 

results indicates a (.125) significant. 

Based on the Hotelling's trace at 5% level of significance, there is no statistical significant 

difference between business premises in choosing a business model. This implies that whether 

the business owner uses their own or rented premise, it does nothave an effect on the choice 

of business model to use. 

► Gender 

A question was formulated to establish whether gender of a business owner has an effect on 

the business model adopted. To test the hypothesis, Hotelling's Trace was performed and the 

results indicates a (.799) significant. 

Based on the Hotelling's trace at 5% level of significance, there is no statistical significant 

difference between the genders of the business owner in choosing a business model. This 

implies that gender is not a determinant factor for a business owner. Regardless of been a male 

or female, a business must be in existence as both male and female are all engaged in small and 

medium businesses for a particular purpose. 

► Highest qualification 

A question was formulated to establish whether the qualification of the business owners has an 

effect of demographics on the business model adopted. To test the hypothesis, Hotelling's 

Trace was performed and the results indicates a (.042) significance. 

Based on the Hotelling's trace at 5% level of significance, there is a statistically significant 

difference between the qualification of the business owner and the choice of choosing a 

business model. Proving this is qzSoriano and Castrogiovanni (2012:336) who are of the opinion 

that the influence of education on business performance lies in the fact that knowledge gained 

enhances the managerial capacity to develop a superior business in general or an industry-
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specific strategy. Naturally, knowledge plays a role in people's lives and with that the activities 

of buying and selling and even services to the customers can become easier to understand, 

managed and controlled. 

► Nature of business 

A question was formulated to establish whether the nature of business has an effect on the 

business model adopted. To test the hypothesis, Hotelling's Trace was performed and the 

results indicates a (.001) significance. 

Based on the Hotelling's trace at 5% level of significance, there is a statistically significant 

difference between the natures of business in choosing a business model. This implies that the 

nature of businesses such as the retail, services, wholesale and manufacturers are all 

determinant factor for a business owner towards adopting a business model. To illustrate this, 

as more people tend to seek for employment and the increase alarming rate of poverty, people 

opt for various ways and means to earn money by deciding on which alternative forms or types 

of business will best suits them or rather one in which they can be able to run. 

► Number of employees 

A question was formulated to establish whether the number of employees has an effect on the 

business model adopted. To test the hypothesis, Hotelling's Trace was performed and the 

results indicates a (.029) significant. 

Based on the Hotelling's trace at 5% level of significance, there is a statistical significant 

difference between the numbers of employees a business owner has in choosing a business 

model. This implies that a business owner needs to consider the number of employees he/she 

needs to employ before deciding on the type of business model. This means that before 

applying business model, one need to identify the size of the business, or whether the business 

is growing or whether the business needs support before deciding the appropriate models that 

will be used for the success of the business. 
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► Years in operation 

A question was formulated to establish whether the years in business have an effect on the 

business model adopted. To test the hypothesis, Hotelling's Trace was performed and the 

results indicates a (.010) significance. 

Based on the Hotelling's trace at 5% level of significance, there is a statistically significant 

difference between the years the business has been in operation in choosing a business model. 

This implies that the years in business is a determinant factor for a business owner towards 

adopting a business model as it goes along with experiences the business owners have acquired 

during the period of operation or the period the business has been in existence. Such period 

can be seen as a trial period such as during low sales, increase in the market value of goods or 

service, lose acquired during purchase and sales of goods, expenses, salaries increase and so 

on. 

► Origins of business owner 

A question was formulated to establish whether the origins of business owner have an effect on 

the business model adopted . To test the hypothesis, Hotelling's Trace was performed and the 

results indicates a (.013) significance. 

Based on the Hotelling's trace at 5% level of significance, there is a statistically significant 

difference between the origins of business owner in choosing a business model. This implies 

that the origin of a business is a determinant factor for a business owner towards choosing a 

business model. As seen from the analysis, 61.2% of foreign national engage themselves in 

various kind of business as opposed to 38.8% South Africans. This could mean that many 

foreign nationals engage themselves in small businesses probably as a result of unemployment 

in the foreign country. 
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► Years in the country before starting a business 

A question was formulated to establish whether the years in the country before starting a 

business an effect on the business model has adopted. To test the hypothesis, Hotelling's Trace 

was performed and the results indicates a (0.073) significance. 

Based on the Hotelling's trace at 5% level of significance, there is no statistically significant 

difference between the years one has been in the countrybefore starting a business and in 

choosing a business model. This implies that been in one's country starting a business is not a 

determinant factor for a business owner as it does not contribute towards the type of business 

model the business owners decides to use. 

► Nationality of employees 

A question was formulated to establish whether the nationality of business owner has an effect 

on the business model adopted . To test the hypothesis, Hotelling's Trace was performed and 

the results indicates a (.000) significance. 

Based on the Hotelling's trace at 5% level of significance, there is a statistically significant 

difference between the nationalities of a business owner in choosing a business model. This 

implies that the nationality of business owner is a determinant factor for a business owner 

towards adopting a business model. According to Achiron (2005:9), nationality is also the 

political and legal bond that links a person to a given State and binds him to it with ties of 

loyalty and fidelity, entitling him to diplomatic protection from the State. People of different 

nationalities engage in variety of business and as a result they form a social network that helps 

them grow their individual business. It is through this network that they share ideas; assist one 

another for the good of their business. 
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Table 5.25: Tests of Between-Subject Effects 

Tests of Between-Subjects Effects 

Source Dependent Variable 
Type Ill Sum of 

df Mean Square F Sig. 
Squares 

Factor_bl 13.612 2 6.806 7.785 0.001 

Factor_b2 4.173 2 2.086 2.321 0.1 

Factor_b3 16.241 2 8.121 9.311 0 

Factor_b4 7.819 2 3.91 4.77 0.009 
Located 

Factor_b5 1.433 2 0.716 0.902 0.407 

Factor_b6 2.736 2 1.368 1.495 0.226 

Factor_b7 0.664 2 0.332 0.407 0.666 

Factor_b8 0.818 2 0.409 0.429 0.652 

Factor_bl 8.184 4 2.046 2.34 0.056 

Factor_b2 5.352 4 1.338 1.489 0.206 

Factor_b3 3.814 4 0.954 1.093 0.36 

Factor_b4 8.932 4 2.233 2.724 0.03 
HQ 

Factor_b5 5.874 4 1.468 1.849 0.12 

Factor_b6 1.954 4 0.489 0.534 0.711 

Factor_b7 1.315 4 0.329 0.403 0.806 

Factor_b8 4.547 4 1.137 1.193 0.314 

Factor_bl 3.565 4 0.891 1.019 0.398 

Factor_b2 5.913 4 1.478 1.644 0.164 

Factor_b3 9.436 4 2.359 2.705 0.031 

Factor_b4 16.604 4 4.151 5.064 0.001 
NatureBiz 

Factor_b5 4.655 4 1.164 1.466 0.213 

Factor_b6 5.356 4 1.339 1.463 0.214 

Factor_b7 2.913 4 0.728 0.893 0.469 

Factor_b8 5.461 4 1.365 1.433 0.224 

Factor_bl 2.625 4 0.656 0.751 0.558 

Factor_b2 13.608 4 3.402 3.785 0.005 

Factor_b3 2.704 4 0.676 0.775 0.542 

Factor b4 6.883 4 1.721 2.099 0.081 
NumEmp 

Factor_b5 4.137 4 1.034 1.303 0.27 

Factor_b6 4.458 4 1.115 1.218 0.304 

Factor_b7 2.75 4 0.687 0.843 0.499 

Factor_b8 4.295 4 1.074 1.127 0.344 

**=significant level> 0.05 
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A confirmatory factor analysis (CFA) was conducted to test and examine how well the data set 

fits the measurement structure. Blankson and Cheng (2005:324) contend that, CFA is a 

statistical technique used to verify the factor structure of a set of observed variables. It is a way 

to specify which variables loads onto which factor. The loadings of all variables not related to a 

given factor are then set to zero (Blankson & Cheng, 2005:324). This was undertaken by the 

ANOVA analysis. 

ANOVA analysis was carried out to determine the effect of Tests of Between-Subjects on the 

business model adopted. The purpose of ANOVA is to test whether the means for two or more 

groups are taken from the same sampling distribution (Blankson & Cheng, 2005:324). If the 

number under Sig. is more than 0.05, there is no violation. If the sig p < .05, then there is a 

problem, especially if the number of cases in each group is unbalanced there (usually) needs to 

be less than a 5% (.OS) chance of error if we are to declare that there is a difference (Jiang & 

Zhidong, 2015:12). 

From the table above, the following assumptions where made as follows: 

The location of the business owner has a Sig. effect on the following Factors; Factor Bl has a 

Sig. effect of (p = 0.001), Factor B2 has a Sig. effect of (p = 0.1), Factor B3 has a Sig. effect of (p = 

O) and Factor B4 has a Sig. effect of (p = 0.009) of the CFA confirmed business model. 

The highest qualification of the business owner has a signification effect of (p = 0.03) on 

FactorB4 only. The nature of business has a significant effect of (0.031) on Factor B3 and Sig. 

effect of (0.001) on Factor B4 of the CFA confirmed business model and the number of 

employees has a significant effect on Factor B2 (0.005) on the CFA of the confirmed business 

model. 

Based on the individual ANOVA tests at 5% level of significance, the p-values indicates that the 

location of the business owner has a significant effect on Factor Bl to B4, the highest 

284 I Page 



qualification Factor B4, the nature of business Factor B3 and Factor B4 and the number of 

employees Factor B2 all has a significant effect of 5% of the CFA confirmed business model. 

Table 5.26: Tests of Between-Subject Effects Continued 

Tests of Between-Subjects Effects 

Source 
Dependent Type Ill Sum 

df 
Mean 

F Sig. 
Variable of Squares Square 

Factor_bl 11.585 4 2.896 3.313 0.011 

Factor_b2 5.057 4 1.264 1.407 0.232 

Factor_b3 5.96 4 1.49 1.708 0.149 

Factor_b4 3.058 4 0.765 0.933 0.446 
YrsOpp 

Factor_b5 4.689 1.172 1.476 4 0.21 

Factor_b6 10.993 4 2.748 3.003 0.019 

Factor_b7 4.966 4 1.242 1.523 0.196 

Factor_b8 2.052 4 0.513 0.538 0.708 

Factor_bl 4.09 2 2.045 2.339 0.098 

Factor_b2 1.869 2 0.934 1.039 0.355 

Factor_b3 8.464 2 4.232 4.852 0.009 

Factor_b4 2.598 2 1.299 1.585 0.207 
Orig 

Factor_b5 6.7 2 3.35 4.219 0.016 

Factor_b6 0.18 2 0.09 0.099 0.906 

Factor_b7 1.1 2 0.55 0.675 0.51 

Factor_b8 0.418 2 0.209 0.22 0.803 

Factor_bl 12.679 3 4.226 4.835 0.003 

Factor_b2 1.202 3 0.401 0.446 0.72 

Factor_b3 19.675 3 6.558 7.519 0.000 

Factor_b4 10.479 3 3.493 4.261 0.006 
Nat_Employees 

Factor_b5 5.79 3 1.93 2.431 0.066 

Factor_b6 2.676 3 0.892 0.975 0.405 

Factor_b7 1.332 3 0.444 0.545 0.652 

Factor_b8 6.514 3 2.171 2.279 0.08 

**=significant level >0 .05 

Similarly, the number of years in which the business exist has a significant effect on Factor Bl 

(0.011) and Factor B6 (0.019) on the CFA of the confirmed business model. The origin of the 

business has a significant effect on Factor B3 (0.009) and Factor BS (0.016) and on the 
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nationality of the employees the significant effect is on most of the factors namely: FactorBl 

(0.003), Factor B3 (0.000), Factor B4 (0.006), Factor BS (0.066) and Factor B8 (0.08) of the CFA 

confirmed business model. 

5.4.3.7.3 The Effect of the Challenges of SM Es in South Africa on the CFA Business Model 

Table 5.27: Multivariate Tests 

Multivariate Tests 
Effect Value F Hypothesis df Error df Sig. 

ReasonStart 0.263 1.886 32 918 0.002 

Formality 0.21 2.005 24 689 0.003 

MaketingCha 0.201 1.925 24 689 0.005 

Resource 0.269 1.732 24 464 0.018 

Worries 0.426 2.055 32 618 0.001 

Failure 0.229 1.105 32 618 0.318 

Obstacles 0.488 2.354 32 618 0.000 

Based on the Hotelling's Trace at 5% level of significance, there is a statistically significant 

difference in the business model adopted based on all characteristics and challenges of SM Es in 

South Africa namely: the reasons to start a business has a significant level of (0.002), formality 

has a significant level of (0.003), marketing challenges has a significant level of (0.005), 

resources has a significant level of (0.018), worries significant level of (0.001) and obstacles 

significant level of (0.000) except for the usual causes of failure which do not have any 

significant level on the CFA confirmed business model. 
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Table 5. 28: Test of Between-Subjects Effects 

Tests of Between-Subjects Effects 

Source 
Dependent Type Ill Sum of 

df 
Mean 

F Sig. 
Variable Squares Square 

Factor bl 5.012 4 1.253 1.673 0.157 

Factor b2 3.585 4 0.896 1.104 0.355 

Factor b3 11.091 4 2.773 3.815 0.005 

Factor b4 0.7 4 0.175 0.199 0.939 
Reason Start 

Factor b5 8.983 4 2.246 2.636 0.035 

Factor b6 1.924 4 0.481 0.52 0.721 

Factor b7 6.726 4 1.681 2.173 0.073 

Factor b8 8.639 4 2.16 2.448 0.047 

Factor bl 7.347 3 2.449 3.27 0.022 

Factor b2 2.602 3 0.867 1.069 0.363 

Factor b3 3.907 3 1.302 1.792 0.149 

Factor b4 3.811 3 1.27 1.44 0.232 
Formality 

Factor b5 3.697 3 1.232 1.447 0.230 

Factor b6 3.804 3 1.268 1.37 0.253 

Factor b7 12.097 3 4.032 5.21 0.002 

Factor b8 2.536 3 0.845 0.958 0.413 

Factor bl 1.241 3 0.414 0.552 0.647 

Factor b2 3.111 3 1.037 1.278 0.283 

Factor b3 16.148 3 5.383 7.405 0.000 

Factor b4 3.036 3 1.012 1.147 0.331 
Marketing Cha 

Factor b5 7.647 3 2.549 2.992 0.032 

Factor b6 0.22 3 0.073 0.079 0.971 

Factor b7 4 3 1.333 1.723 0.163 

Factor b8 0.541 3 0.18 0.204 0.893 

Factor bl 2.515 3 0.838 1.479 0.222 

Factor b2 2.1 3 0.7 0.979 0.404 

Factor b3 4.387 3 1.462 2.533 0.059 

Factor b4 2.145 3 0.715 1.05 0.372 
Resource 

Factor b5 1.454 3 0.485 0.677 0.567 

Factor b6 2.054 3 0.685 1.128 0.340 

Factor b7 3.65 3 1.217 1.895 0.133 

Factor b8 6.273 3 2.091 3.139 0.027 

* *=significant level >0.05 

The reason for starting a business has a significant effect on Factor 3 (0.005), Factor 5 (0.035) 

and Factor 8 (0.047), whereas the formality of a business has a significant effect on Factor 1 
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(0.022) and Factor 7 (0.002) . The marketing challenges have a significant effect on Factor 3 

(0.000) and Factor 5 (0.032). The availability of resources has a significant effect on Factor 8 

with (0.027) only. 

Table 5.29: Test of Between-Subjects Effects continued 

Tests of Between-Subjects Effects 

Source 
Dependent Type Ill Sum of 

df 
Mean 

F Sig. 
Variable Squares Square 
Factor bl 5.775 4 1.444 2.547 0.041 

Factor b2 2.07 4 0.517 0.724 0.577 

Factor b3 8.031 4 2.008 3.477 0.009 

Factor b4 3.685 4 0.921 1.353 0.253 
Worries 

Factor b5 9.18 4 2.295 3.203 0.015 

Factor b6 2.599 4 0.65 1.07 0.373 

Factor b7 0.901 4 0.225 0.351 0.843 

Factor b8 6.131 4 1.533 2.301 0.061 

Factor bl 9.889 4 2.472 4.361 0.002 

Factor b2 3.915 4 0.979 1.369 0.247 

Factor b3 6.035 4 1.509 2.613 0.037 

Factor b4 3.09 4 0.773 1.135 0.342 
Obstacles 

Factor b5 2.036 4 0.509 0.711 0.586 

Factor b6 2.954 4 0.739 1.216 0.306 

Factor b7 6.018 4 1.504 2.343 0.057 

Factor b8 9.412 4 2.353 3.532 0.009 

**significant level >0.05 

The worries have a significant effect on Factorl with (0.041), Factor3 (0.009) and Factors 

(0.015) . The obstacles have a significant effect on Factor 1 with (0.002), Factor 3 (0.037) and 

Factor8 (0.009). 
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5.4.4: SECTION C:PERFORMANCE MEASUREMENT 

5.4.4.1 The socio demographic profile and the type of measures employed 

5.4.4.1.1 Confirmatory factor analysis test for reliability and validity for the proposed 

Business Performance Measurement 

The confirmatory factor analysis (CFA) for the proposed business performance measurement 

was performed in order to specify which variables load onto which factors. To assess the 

internal consistency of each factor group obtained, a reliability and validity analysis was carried 

out. The assumption behind this approach is that the items of a measure work together as a set 

and should be capable of independently measuring the same construct. The items should be 

consistent in what they indicate about the concept being measured. 

The Cronbach alpha and the KMO and Bartlett's Test was used to measure internal reliability 

and validity by unit weighting items with salient loadings in a factor where Cronbach's alpha 

coefficient at 0.5 or higher and the KMO recommended (minimum > 0.05) and Bartlett's test of 

sphericity (recommended significance > 0.05) was considered acceptable Sarkkinen and Kassi 

(2013:61), Kerlinger and Lee (2000), Ansah (2014:562) and Mokhlis (2009:268). 

Table 5.30: Test for Reliability for Business Performance Measurement 

Reliability Statistics 

Cronbach's Alpha Number of Items 

.769 23 

The Cronbach's alpha indicates that the variables are 76.9% reliable hence they are good for 

EFA (O'Rourke et al, 2013). This means that among the twenty-three (23) item questionnaires 

that were used for the reliability test, the questions were all structured into a five point Likert 

scale from 1 - 5 using "Strongly disagree"; "disagree"; "Undecided"; "agree" and "strongly 
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Agree" in that order respectively. The value was . 769 as shown in the above statistics table 

which indicates that the variables are 76.9% reliable hence they are ideal for exploratory factor 

analysis (EFA} (O'Rourke et al, 2013}. 

The result explains how strong the items had measured with 0.769, which is in consonance with 

Kerlinger and Lee(2000}, Ansah (2014:562} and Mokhlis (2009:268} who posits that a 

Cronbach's alpha coefficient at 0.5 or higheris considered acceptable which in this case is .7. 

This is then regarded as having a high internal consistencies and reliability. 

Table 5.31: KMO and Bartlett's Test 

KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .796 

Bartlett's Test of Approx. Chi-Square 2266.563 

Sphericity Of 253 

Sig. .000 

The above table explains the result of the Kaiser-Meyer-Olkin (KMO} and Bartlett's Test of 

Sphericity Measures of Sampling Adequacy. The KMO of 0.796 is greater than 0.7 implying that 

the sample is adequate enough for factor analysis to be conducted (Leech et al., 2014). The 

Bartlett's test rejects the null hypothesis that the correlation matrix is an identity matrix; hence 

the correlation matrix is factorable. 
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5.4.4.1.2 

Table 5.32: 

Description of the business performance measurement using the Total 

Variance Explained 

Total Variance Explained 

Total Variance Explained 

Component Initial Eigenvalues 

Total % of Variance Cumulative % 
1 5.052 21.967 21.967 

2 2.718 11.819 33.786 

3 1.94 8.433 42.219 
4 1.472 6.401 48.62 

5 1.188 5.167 53.787 

23 0.231 1.003 100 

Although the proposed Business Performance Measurement instrument has two factors, CFA 

suggests five factors based on the Kaiser's rule of eigenvalues greater than one (Fabrigar and 

Wegener, 2012). The benchmark of 50% explainable variance is regarded as acceptable (Fook et 

al., 2015). It can be noticed that the suggested factors explain about 53 .79% of the total 

variance as opposed to 35.4% for the proposed business model with two factors . As such, the 

factors suggested by CFA are better than the proposed factors in terms of the explaining the 

variance. 

5.4.4.2 Factor loading for proposed Business Performance Measurement 

The factor loading for the proposed business performance measurement is discussed below. 

Both an obl ique (Promax) and an orthogonal (Varimax) method are adopted in th is study in 

order to benefit for comparison reasons . Below is the discussion on the factor rotation used in 

determining the number of factors for the analysis. 
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Table 5.33: Factor Matrix for the proposed Business Performance Measures 

FACTOR 1 FACTOR 2 FACTOR 3 FACTOR 4f ACTOR 5 ~ FACTOR 1 FACTOR 2 FACTOR 3 FACTOR 4 FACTOR 5 
an Mn Q~ QW QW Q~ QW Q~ Qm 

- -----+ -

t

Cl 32 0.019

1 

0.442 0.047 0.006 2 0.066 0.004 0.06 0.043 

C1=33 0.113 ~ o.oii1 0.172 C1_33 Q.024 ~ 0.133 0.057 

Cl_34 0.12! 0.361 _Q,164}_ 0.077 C1_34 0.037 0.04 0.219 0.091 
Cl 35 0.17 0.368 0.112 0.087 Cl 35 0.148 0.118 0.078 0.104 

g 1=36 0.133 0.27 o.Ci79' C1=36 0.056 0.133 0.193 0.188 
C1_37 0.018 0.355 0.201 C1_37 0.171 0.139 0.089 0.34 

Cl 38 0.171 ---+- 0.217 Cl 38 0.034 0.136 
- ---t ----l - ----+ 

C2_39 ,__-=~ 0.128 0.289 C2_39 0.14 0.101 0.205 
C2_ 40 0.396 0.238 0.388 C2_ 40 0.007 0.001 0.074 

C2 41 0.365 0.3021----- 0.105 C2 41 0.053 0.205 0.102 
~ - - - ir,7, ~ -
C2 42 0.215 0.662 0.309 C2 42 0.011 0.822~ 0.186 0.036 0.152 i 43 o.308 o.so1 0.104 o.135 0.12 c2_ 43 o.009 o.m 0.038 o.093 o.o3 

44 J ~ 0.745 ~ 0.0261 ~ C2_ 44 ~ 0.79 0.032 0.009 0.1581 
5 0.261 0.697 0.04 0.273 0.056 C2_ 45 0 0.633 0.147 0.068 0.412 

C2_ 46 0.155 0.433 0.15 0.118 f C2 46 0.042 0.226 0.035 
C2_ 47 0. 76 0.253 0.224 0.376 0.157 C2_ 47 0.073 0.007 0.1 
c2 48 0.211 0.219 0.244 0.203 c2 48 o.2l o.041 0.124 - - - -- ---, 
C2 49 0.121 0.38 0.147 0.052 C2 49 0.098 0.297 0.292 

- ;j - - -
C2_50 0.07 0.348 0.069 0.266 C2_50 0.03 0.0071 O.~ 0.194 
C2 51 0.008 0.221 0.123 0.512 C2 51 0.067 0.06 0.191 0.073 

C2=52 0.058 0.184 0.1061 0.357 C2=52 0.17 O.Q78 0.079 0.103 

C2_53 - -=~ 0.011 0.345 o2f 0.358 C2_53 0.125 0.053 0.151 0.092 

I 
• • 

1 
F M . Promax (Oblique) Rotated Factor Matrix 

mt1a actor atnx 

FACTOR 1 FACTOR 2 FACTOR 3 FACTOR ff FACTOR 5 
lr1 31 0.108 0.219 0.176 0.23 ~ - ---+ ---1 -------I 

Cl_32 6; 0.112 0.1 0.024 0.01 

cc
1
-

3
34
3 0. 0

-
055 0

-
005 0

·
189 0

·
107 Varimax (Orthogonal} Rotated Matrix 

..J:_ 0.0091 0~ 0.279 0.037 
C1_35 0.084 0.197 0.167 0.047 

C1_36 0.005 0.079 0.238 

Cl 37 1--=~~ 0.176 0.031 0.371 
- -C1_38 0.142 0.054 0.157 

C2_39 0.213 0.107 0.225 
C2_ 40 0.081 0.004 0.085 
C2_ 41 0.12 0.171 0.079 
C2 42 0.035 0. 783 0.15 

B =43 0.065 0.B7L _Q:£. 0.017 
C2_ 44 0.095 0.791 0.119 0.026 

C2_ 45 0.061 0.657 0.197 
C2_ 46 0.074 0.236 0.05 

C2_ 47 0.149 0.004 0.164 
C2 48 0.109 0.032 0.185 

C2=49 0.035 0.321· .. • ... ·. ~ 0.327 C2_50 0.119 0.066 ··... 0.194 0.228 

C2_51 0.208 0.043 '., . 0.018 0.119 
C2_52 0.309 0.17 ,: ·,. . 0.081 0.154 
C2_53 0.014 0.029 :, " 0.255 0.06 
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Factor loadings of at least 0.3 are regarded as significant and there should be at least three 

items per factor for the factor matrices to be regarded as good (O'Rourke et al, 2013). It can be 

noticed that the initial factor matrix is not good because it has many items loading on Factor 1, 

Factor 2 and Factor 4 have sufficient items loading on them and other factors have insufficient 

or no items loading on them. In addition, item C2_ 47 loads on both Factor 1 and Factor 4. On 

the other hand, the Promax- and Variamx-rotated matrices are better than the initial factor 

matrix because all the factors have at least three significant items loading on them and the 

items are relatively fairly distributed as opposed to the initial matrix. However, Factor 5 of the 

Variamx-rotated matrix merely meets the minimum number of significant loadings of three 

whereas Factor 5 of the Promax-rotated matrix exceeds the minimum number of significant 

loadings. As such, the Promax-rotated solution is preferred and the factors suggested are 

summarized in the next table. 

The description on how the factor loadings were allocated for the analysis is shown below. This 

aids in analyzing the outcome of the results. 
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Table 5.34: Factor loading for proposed Business Performance Measurement 

The succeeding data analysis result compares South African and foreign business owners in 

terms of implementing the factors of the CFA confirmed business performance measurement. 
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Figure 5.11: 
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Figure 5.11 represents the Cl of the performance measures implemented. It can be noticed 

that for both the South African business owners and foreign business owners, the majority are 

in agreement (Agree or strongly agree) that they have implemented the items of Factor 1 of the 

business performance measurement. However, there are more foreign business owners who 

are in agreement (Agree or strongly agree) that they have implemented the items of Factor 1 of 

the business performance measurement than South African owners. For example, 22.03% of 

South African business owners agree that they have implemented the item C1_31 as opposed 

to 40.6% of the foreign business owners. 6.96% of the South African business owners have 

strongly agreed with the same item as opposed to 10.43% of foreign business owners. While 

4.6% and 4.06% of South African business owners have strongly disagreed, and disagreed with 

item C1_31 as opposed to 6.1% and 1.4% of foreign business owners. 
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In item C1_32, the same variation can be seen. For example, 24.2% and 6.95% of South African 

business owners have strongly agreed and agreed that they have implemented item C1_32 as 

opposed to 37.3% and 9.9% of foreign business owners. Also 4.4% and 1.7% of South African 

business owners have disagree (strongly disagree and disagree) with the same item as opposed 

to 6.9% and 1.2% of foreign business owners. Item C1_33also indicated that 22.4% and 9% of 

South African business owners have strongly agreed and agreed that they have implemented 

item C1_33 as opposed to 39.8% and 10.5% of foreign business owners. 3.7% and 2.3% of South 

African business owners have disagree (strongly disagree and disagree) with the same item as 

opposed to 5.9% and 0.87% of foreign business owners. The same goes across item C1_34 to 

C1_37. 

From the above figure, it indicates that both the South Africa and foreign business owners 

implement Cl.34, Cl.31, Cl.33 and Cl.37. However, there are more foreign business owners 

who are in agreement that they always perform a sustainability measurement on my business. 

They as well engage in financial performance measurement as well as perform customer 

satisfaction measurement appraisal while at the same time always do a key performance 

indicator check. The finding indicted that the business owners measure their financial 

performance on a regular basis so as to keep record of every transaction that occur. Keel et al. 

(2012:9) argued that a good financial performance measurement system plays an integral part 

in the firm's daily operations. It provides information that is meaningful and useful to decision

makers on their day to day operations. Therefore, business owners should ensure that an 

effective performance measure is applied in their day-to-day business. 
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Figure 5.12: 
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Figure 5.12 indicates the C2 of the performance measurement implemented. From the figure 

above, it can be noticed that for both the South African business owners and foreign business 

owners, the majority are in agreement (Agree or strongly agree) that they have implemented 

the items of Factor 2 of the business performance measurement. However, there are more 

foreign business owners who are in agreement (Agree or strongly agree) that they have 

implemented the items of Factor 2 of the business performance measurement than South 

African owners. For example, 11.92% of South African business owners agree implemented the 

item C1_38 as opposed to 16.57% of the foreign business owners. Also, 20.93% of theSouth 

African business owners have strongly agreed that they have implemented the item C1_38 as 

opposed to 40.41% of the foreign business owners. While 3.8% and 1.2% of South African 
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business owners have disagreed (strongly disagreed and disagreed) with item C1_38 as 

opposed to only 2% of foreign business owners who are undecided on item C1_38. 

In item C2_39, 21.2% of South Africa business owners have agreed as opposed to 40.41% of 

foreign business owners that they have implement item C2_39. The same goes with 5.5% of 

South African who are undecided as opposed to 7.3% of foreign owned business that they have 

implemented item C2_39.ln item C2_ 40, 19.8% South African business owners have agreed as 

opposed to 41.40% of foreign business owners to item C2_ 40. The same applies to item C2_ 40 

of South African business owners that 5.5% and 2.9% of South African business owners to 

strongly disagreed and disagreed as opposed to 2.3% and 2.3% of foreign owned business. 

While in item C2_ 41, 19.4% and 6.2% of South African business owners strongly agree and 

agree as opposed to 29.6% and 13.20% of foreign business owners that they have implemented 

item C2_41. 

The finding indicates that both foreign and South Africa business owner implement C2.40 and 

Cl.38. However, there is an indication that the foreign business owner highlights quality 

problem and determine which area most need ideas. They also ensure that their customers' 

requirements are satisfied . This means that the foreign business owner utilizes the 

performance measurement in ensuring good quality to satisfy their customers. Schlafke et al. 

(2013:110) and Rezaei et al. (2011:743) state that monitoring performance level helps the 

business owners achieve quality and quantity, of an individual or group work since employees 

are critical components of business success, their performances directly influence company 

performance. Therefore, there is need that business owners commit themselves towards 

measuring performances in order to provide a better satisfaction for the people. 
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Figure 5.13: Relationship Performance Measurement 
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Figure 5.13 indicates the C2 of the performance measurement implemented . From the figure 

above, it can be noticed that for both the South African business owners and foreign business 

owners, the majority are in disagreement (disagree or strongly disagree) that they have 

implemented the items of Factor 3 of the business performance measurement. However, there 

are more foreign business owners who are in disagreement (disagree or strongly disagree) that 

they have implemented the items of Factor 3 of the business performance measurement than 

South African owners. For example, 12.57% of South African business owners disagree 

implemented the item C2_ 42 as opposed to 23.65% of the foreign businessowners. 6.29% of 

the South African business owners strongly disagreed that they have implemented the item 

C2_ 42 as opposed to 12.87% of the foreign business owners. Whereas a small percentage of 

business owners strongly agreed and agreed that they have not implemented item C2_ 42 with 
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9.9% and 3.8% of South African business owners as opposed to 14.1% and 5.4% of foreign 

business owners. 

In item C2_ 43, 12.24% of South African business owners disagree implemented the item C2_ 43 

as opposed to 27.11% of the foreign business owners. 9.33% of the South African business 

owners have strongly disagreed that they have implemented the item C2_ 43 as opposed to 

17.2% of the foreign business owners. Whereas a small percentage of business owners strongly 

agreed and agreed that they have not implemented item C2_ 43 with 6.4% and 3.79% of South 

African business owners as opposed to 8.5% and 4.1% of foreign bu~iness owners. 

The same goes to item C2_ 44, where 13.6% of South African business owners are in 

disagreement that they have implemented the item C2_ 44 as opposed to 26.9% of the foreign 

business owners. Also 10.9% of the South African business owners have strongly disagreed that 

they have implemented the item C2_ 44 as opposed to 18.5% of the foreign business owners. 

Whereas a small percentage of business owners strongly agreed and agreed that they have not 

implemented item C2_ 44 with 5.5% and 2.3% of South African business owners as opposed to 

5. 7% and 5.2% of foreign business owners. 

There is also evident that in item C2_ 45, 11.2% of South African business owners disagrees that 

they have implemented the item C2_ 45 as opposed to 22.7% of the foreign business owners. 

Also 9.4% of the South African business owners have strongly disagreed that they have 

implemented the item C2_ 45 as opposed to 16.5% of the foreign business owners. Whereas a 

small percentage of business owners strongly agreed and agreed that they have not 

implemented item C2_ 45 with 9.1% and 3.5% of South African business owners as opposed to 

10.3% and 4. 7% of foreign business owners. 

Base on the above analysis, both South Africa and foreign business owners disagree to item 

C2.42 to C2.45. However, there are more foreign business owners who indicate that they do 

not have time and enough resources to implement the performance measurement. They also 

300 I Page 



indicate that performance measurements are not useful. This means that the business owners 

do not necessarily attach importance to the performance measures probably because they 

believe it is time wasting and not useful to them. Kazemkhanlou and Ahadi (2014:282) are of 

the opinion that performance measurement is useful to every small business as it is a powerful 

tool that assists firms or organizations to evaluate resource utilization so that they can 

strategically manage and continuously control the affairs of the business so as to achieve 

theirobjectives and goals.The use of performance measurement is interactive as it enables 

business owners acquire more knowledge and solution on how to carry out the business 

activities 

Figure 5.14 
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Figure 5.14 indicated C2 of the performance measurement implemented. In figure 5.14, it can 

be noticed that both the South African business owners and foreign business owners are in 

agreement (Agree or strongly agree) that they have implemented the items of Factor 4 of the 
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business performance measurement. However, there are more foreign business owners who 

are in agreement (Agree or strongly agree) that they have implemented the items of Factor 4 of 

the business performance measurement than South African owners. For example, 7.02% of 

South African business owners agree implemented the item C2_ 46 as opposed to 9.06% of the 

foreign business owners. Also, 16.08% of theSouth African business owners have strongly 

agreed that they have implemented the item C2_ 46 as opposed to 21.05% of the foreign 

business owners.Whereas a small percentage of business owners strongly agreed and agreed 

that they have not implemented item C2_ 42 with 9.9% and 3.8% of South African business 

owners as opposed to 14.1% and 5.4% of foreign business owners. 

In item C2_ 43, 12.24% of South African business owners disagree implemented the item C2_ 43 

as opposed to 27.11% of the foreign business owners. 9.33% of the South African business 

owners have strongly disagreed that they have implemented the item C2_ 43 as opposed to 

17.2% of the foreign business owners. 9.4% of South African business owners are undecided 

that they have not implemented item C2_ 46 as opposed to 8.8% of the foreign business 

owners. In item C2_ 46, 4.97% and 1.5% inclusively of South African business owners are in 

disagreement (strongly disagreed and disagreed) that they have not implemented item C2_ 46as 

opposed to16.4% and 5.8% of foreign business owners. 

The same goes with item C2_ 47, where 19.2% of South African business owners are in 

agreement that they have implemented the item C2_ 47 as opposed to 34.7% of the foreign 

business owners. Also the same goes to both the South African and foreign business owners as 

they all strongly agreed that they have implemented item C2_ 47with both having equal 

percentage number of 8.7%. Whereas 6.1% of South African business owners as opposed to 

7,6% foreign business owners are undecided that they have implemented item C2_ 47. Also 

4.1% of South African business owners are in disagreement that they have implemented item 

C2_ 4 7 as opposed to 8.2% of the foreign business owners. 
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There is also evident that in item C2_ 48, 23.6% of South African business owners agreed that 

they have implemented the item C2_ 48 as opposed to 34.7% of the foreign business owners. 

Also 7.4% of the South African business owners have strongly agreed that they have 

implemented the item C2_ 48 as opposed to 10.03% of the foreign business owners. Whereas 

4.7% of South African business owners are in disagreement that they have implemented item 

C2_ 48 as opposed to 8.3% of foreign business owners. 

In a similar note, in item C2_ 49, 21.7% of South African business owners are in agreement as 

opposed to 42.14% of foreign business owners. Also 8.3% of South African business owners 

have strongly agreed that they have implemented item C2_ 49 as opposed to 11.9% of the 

foreign business owners. In the same item, both the South African and foreign business owners 

are undecided that they have not implemented item C2_ 49 with both having equal percentage 

of 3.6%. while 4.7% of south African business owners are in disagreement that they have 

implemented item C2_ 49 as opposed to 2.9% of foreign business owners. 

The finding indicates that both South African and foreign business owner agreed that they 

frequently provide new products to existing market. They measure customers' satisfaction 

periodically and the results are used to drive improvement and that their business strategies 

are based on the information from customers. This means that the business owners are keen 

about satisfying the need of the customer. They do that through the information obtained from 

their customers on their choice of product and services. Nielsen (2012 :18) contends that strong 

customer relationships were important drivers of success because they gave access to 

understanding customer needs. It is through measuring employees' performance that brings 

about better understanding of customer needs and satisfaction. 
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Figure 5.15 indicate the C2 of the performance measurement implemented. It can be noticed 

that for both the South African business owners and foreign business owners, the majority are 

in agreement (Agree or strongly agree) that they have implemented the items of Factor 5 of the 

business performance measurement. However, there are more foreign business owners who 

are in agreement (Agree or strongly agree) that they have implemented the items of Factor 5 of 

the business performance measurement than South African owners. For example, 7.90% of 

South African business owners strongly agreed that they have implementedthe item C2_50 as 

opposed to 11. 70% of the foreign business owners. 23.68% of the South African business 

owners have strongly agreed that they have implemented the item C2_50 as opposed to 

41.81% of the foreign business owners. Also 3.8% of South African business owners are 
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undecided as opposed to 4.1% of foreign business owners, and 2.05% of South African business 

owners have disagreed to item C2_50 as opposed to 2.34% of foreign business owners. 

In item C2_51, 23.2% of South African business owners agreed to have implemented item 

C2_51 as opposed to 41.7% of foreign business owners. The same applies that 8.1% of South 

African business owners strongly agree to have implemented item C2_51 as opposed to 12.2% 

of foreign business owners. Also, 3.8% of the South African business owners are undecided that 

they have not implemented itemC2_51 as opposed to 2.6% of foreign business owners. The 

same goes to 3.2% of South African as opposed to 2.9% of foreign business owners that they 

have strongly disagreed to item C2_51. 

Consequently, in item C2_52, 23.98% of South African business owners have strongly agreed to 

have implemented item C2_52 as opposed to 41.8% of the foreign business owners. 5.3% of 

South African business owners as opposed to 9.4% of foreign business owners. Also 5.8% of the 

South African businesses owners have are undecided that they have implemented item C2_52 

as oppose to 5.3% foreign business owners. Also 1.8% of South African business owners have 

disagreed to the implementation of C2_52 as opposed to 3.2% of foreign business owners. 

On the whole, 23.5% of South African business owners agreed to have implemented item 

C2_53 as opposed 37.9% of foreign business owners. Also 6.1% of South African business 

owners have implemented to item C2_53 as opposed to foreign business owners. While both 

South African and foreign business owners are undecided that they have implemented item 

C2_53 with both having the same percentage of 4.9%. Whereas, 2% of South African business 

owners disagree that they have implemented item C2_53 as opposed to 5.2% foreign business 

owners. 

From the above description, it indicates that the South African and foreign business agree to 

factor 5.15. This means that the business owners continuously measure their performances as 

it serves as a yard stick through which businesses succeed. They engage their business with the 
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key financial and non-financial information and data in order to achieve the business goals. And 

also, ensure that their supplier and partnering processes are well managed to ensure that the 

corroboration goal can be achieved and improved to meet the requirement of the business 

achievement. Rezaei and Baalousha (2011:743) argued that performance reflects the 

achievements in quality and quantity, of an individual or group work. Since employees are 

critical components of business success, their performances directly influence company 

performance. They further add that employee's performance measurement and motivation of 

personnel could create a competitive environment amongthem, which in-turn would help 

managers to control their subordinates, together with enhancing company performance. 

5.4.4.3. Summary of the comparison of the South African and foreign owned 

businesses relative to the Business Performance Measurement 

The results of the analysis show that there is a difference between South African business 

owners and foreign business owners relative to the implementation of the items of the 

business performance measurement suggested by CFA. It can be noticed that, generally, the 

foreign business owners are in agreement (Agree or strongly agree) that they have 

implemented the items of all the factors of the CFA proposed business performance 

measurementexcept for Factor 3. Such Factor includes: 

► Factor 1: Cl.34- (I always perform a sustainability measurement on my business), Cl.31- (I 

always do a financial performance measurement), Cl.33- (I always perform customers 

satisfaction measurement appraisal) and Cl.37:(I always do a key performance indicators 

check) 

► Factor 2: C2.40- (I highlight quality problems and determine which areas most need 

attention) and Cl.38- (I ensure that my customers requirement are satisfied) 

► Factor 3: C2.43- (I do not have time and enough resources to implement performance 

measurement) and C2.44- (Performance measurement are not useful) 

► Factor 4: C2.46- (There is a systematic process for collecting customers complain about 

products to improve the business process performance) C2.47- (I measure customers 
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satisfaction periodically and the results are used to drive improvement) and C2.48- (My 

business strategies are based on the information from customers) 

► Factor 5: C2.50- (The performance processes are evaluated and improved continuously to 

achieve better performance), C2.52- (The key financial and non-financial information and data 

are selected, managed and used to support overall business goals achievement) and C2.51-

(The supplier and partnering processes are well managed to ensure that the corroboration goal 

can be achieved and improved to meet the requirement of the business) 

More specifically, the majority of the foreign business owners are in disagreement (Disagree or 

strongly disagree) that they have used the following items of Factor 3: C2_ 42 (I do not have 

enough performance measurement knowledge), C2_ 43 (I do not have time and enough 

resources to implement performance measurement), C2_ 44 (Performance measurement are 

not useful), C2_ 45 (I do not know how to tailor the performance measurement tools to suit my 

business). 

It can be noticed that the items of Factor 3 of the CFA proposed business performance 

measurement are measuring the extent of the knowledge and ability of the business owners to 

implement the performance measurement. This extent of the knowledge and ability of the 

business owners to implement the performance measurement is measured with a null for 

example, do not have, therefore the response of the business owners in regard to these items 

indicate that they are knowledgeable and able to implement this factor in their businesses. As 

such, a higher percentage of foreign business owners are more knowledgeable about and able 

to implement the performance measurement than the South African business owners. The 

results imply that all the factors of the performance measurement have enabled the foreign 

owned businesses to outperform the South African business owners. 
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5.4.4.4 The effect of demographics on the CFA Business Performance 

Measurement. 

Table 5.35: Multivariate test on the CFA business performance measurement 

Multivariate Tests 
Effect Value F Hypothesis df Error df 

Age_group 0.177 1.65 20 746 

Located 0.095 1.784 10 374 

Premises 0.092 3.446 5 188 

Gender 0.096 3.602 5 188 

Hq 0.152 1.413 20 746 

Naturebiz 0.11 1.03 20 · 746 

Numemp 0.144 1.342 20 746 

Yrsopp 0.192 1.792 20 746 

Orig 0.078 1.458 10 374 

Yrsbefore 0.113 1.411 15 560 

Nat_ employees 0.14 1.743 15 560 
**=significant level>0.05 

Sig. 

0.037 

0.062 

0.005 

0.004 

0.108 

0.423 

0.144 

0.018 

0.153 

0.136 

0.040 

Based on the Hotelling's Trace at 5% level of significance, there is a statistically significant 

difference in the business performance measurement adopted based on the following 

variables: the age group of the business owner has a significant level of (0.037), whether the 

business uses their own or rented premises has a significant level of (0.005), the gender of the 

business owner has a significant level of (0.004), the years in operation has a significant level of 

(0.018) and the nationality of employees has a significant level of (0.040). Other demographic 

variables such as location, highest qualification, nature of business, and number of employee, 

origin of employee and years in the country before owning a business do not have a significant 

effect on the type of business performance measurement employed. 
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Table 5.36: Test of Between-Subjects Effects 

Tests of Between-Subjects Effects 

Source 
Dependent Type Ill Sum of 

df Mean Square F Sig. 
Variable Squares 

Factor_cl 15.439 4 3.86 5.111 0.001 

Factor_c2 2.256 4 0.564 0.692 0.598 

AGE_GROUP Factor_c3 3.078 4 0.77 0.84 0.501 

Factor_c4 2.973 4 0.743 0.752 0.558 

Factor_c5 3.296 4 0.824 0.869 0.484 

Factor_cl 0.401 1 0.401 0.531 0.467 

Factor_c2 0.377 1 0.377 0.463 0.497 

Premises Factor_c3 11.01 1 11.01 12.021 0.001 

Factor_c4 1.639 1 1.639 1.658 0.199 

Factor_cs 1.33 1 1.33 1.402 0.238 

Factor_cl 6.052 1 6.052 8.014 0.005 

Factor_c2 3.48 1 3.48 4.269 0.04 

Gender Factor c3 0.262 1 0.262 0.286 0.593 

Factor_c4 1.742 1 1.742 1.763 0.186 

Factor_c5 1.911 1 1.911 2.015 0.157 

Factor_cl 11.02 4 2.755 3.648 0.007 

Factor_c2 1.943 4 0.486 0.596 0.666 

YrsOpp Factor_c3 5.409 4 1.352 1.476 0.211 

Factor c4 7.953 4 1.988 2.012 0.094 

Factor_cS 1.888 4 0.472 0.497 0.738 

Factor_cl 3.17 3 1.057 1.399 0.244 

Factor_c2 8.869 3 2.956 3.627 0.014 

Nat_Employees Factor_c3 3.228 3 1.076 1.175 0.32 

Factor c4 0.5 3 0.167 0.169 0.918 

Factor cs 7.309 3 2.436 2.568 0.056 

**significant level >0.05 

Based on the individual ANOVA tests at 5% level of significance, the age group of the business 

owner has a significant effect on FactorC1 with (0.001) only whereas the type of premises used 

by the business has a significant effect on FactorC3 with (0.001) only. The gender of the 

business owner has a significant effect on FactorC1 with (0.005) and FactorC2 with (0.04) 

whereas the years in operation have a significant effect on FactorC1 with (0.007) only. The 

nationality of employees has a significant effect on FactorC2 with (0.014) only. 
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5.4.4.5: The effect of the characteristics and challenges of SM Es in South Africa 

on the business performance measurement. 

Table 5.37: Multivariate Test 

Multivariate Tests 

Effect Value F Hypothesis Error df Sig. 

ReasonStart 0.155 1.238 20 638 0.216 

Formality 0.200 2.131 15 479 0.008 

MaketingCha 0.143 1.523 15 479 0.093 

Obstacles 0.184 1.464 20 638 0.087 

Resource 0.138 2.242 15 731 0.004 

Worries 0.119 1.452 20 974 0.090 

Failure 0.174 2.120 20 974 0.003 
**=significant level >0.05 

Based on the Hotelling's Trace at 5% level of significance, there is a statistically significant 

difference in the business performance measurement based on the following variables: The 

formality of the business has a significant level of (0.008), the availability of resources has a 

significant level of (0.004) and the usual causes of failure has a significant level of (0.003). Other 

characteristics and challenges of SMEs in South Africa do not have significant effects on the 

business performance measurement. 
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Table 5.38: Tests of Between-Subjects Effects 

Tests of Between-Subjects Effects 

Source 
Dependent Type Ill Sum of 

df Mean Square F Sig. 
Variable Squares 

Factor cl 9.346 3 3.115 3.61 0.015 

Factor c2 1.112 3 0.371 0.461 0.71 

Formality Factor c3 7.239 3 2.413 3.306 0.022 

Factor c4 1.174 3 0.391 0.419 0.739 

Factor cs 5.2 3 1.733 2.417 0.068 

Factor cl 2.147 3 0.716 0.8 0.495 

Factor c2 8.214 3 2.738 3.194 0.024 

Resource Factor c3 4.612 3 1.537 1.611 0.187 

Factor c4 6.356 3 2.119 2.227 0.086 

Factor cs 9.545 3 3.182 3.899 0.01 

Factor cl 5.721 4 1.43 1.599 0.175 

Factor c2 6.175 4 1.544 1.801 0.129 

Failure Factor c3 10.23 4 2.558 2.68 0.032 

Factor c4 8.029 4 2.007 2.11 0.08 

Factor cs 7.43 4 1.858 2.277 0.062 

**=significant level >0.05 

Based on the individual ANOVA tests at 5% level of significance, the formality of a business has 

a significant effect on FactorCl with (0.015) and FactorC3 with (0.022), the availability of 

resources has an impact on FactorC2 with (0.024) and FactorCS with (0.01) whereas the usual 

causes of failure in the business have a significant effect on FactorC3 with (0.032), FactorC4 

(0.08) and FactorCS with (0.062). 

5.4.5: SECTION D: ENSURING THE SUCCESS OF SMES 

5.4.5.1 Exploratory factor analysis (EFA) for the instrument quantifying the ways 

of ensuring success of SMEs 

The exploratory factor analysis (EFA) for the instrument quantifying the ways of ensuring the 

success of SMEs was used to determine what the factor structure looks like according to how 
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participants responses. Exploratory factor analysis is essential to determine underlying 

constructs for a set of measured variables Sarkkinen and Kassi (2013:61). 

The Cronbach alpha and the KMO and Bartlett's test was again used to determine the internal 

reliability and validity of the success of SMEs where Cronbach's alpha coefficient at 0.5 or 

higher and the KMO recommended (minimum > 0.05) and Bartlett's test of sphericity 

(recommended significance > 0.05) was considered acceptable Sarkkinen and Kassi (2013:61), 

Kerlinger and Lee (2000), Ansah (2014:562) and Mokhlis (2009:268). Barlett's Sphericity test 

was made to verify that the data have multi-variable normal distribution (Leech et al 2005) . 

Table 5.39: Test for Reliability for ensuring the success of SM Es 

Reliability Statistics 

Cronbach's Alpha Number of Items 

.707 14 

The Cronbach's alpha indicates that the variables are 70.7% reliable hence they are good for 

EFA (O'Rourke et al, 2013). This means that among the fourteen (14) item questionnaires that 

were used for the reliability test, the questions were all structured into a five point Likert scale 

from 1-5 using "Strongly disagree"; "disagree"; "Undecided"; "agree" and "strongly Agree" in 

that order respectively. The value was .707 as shown in the above statistics table which 

indicates that the variables are 70. 7% reliable hence they are ideal for exploratory factor 

analysis (EFA) (O'Rourke et al, 2013). 

Table 5. 40: The KMO and Bartlett's Test for Ensuring the Success of SM Es 

KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .704 

Bartlett's Test of Approx. Chi-Square 694.082 

Sphericity df 91 

Sig. .000 
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The result explains how strong the items had measured with 0.704. This is in consonance with 

Kerlinger and Lee {2000}, Ansah {2014:562} and Mokhlis {2009:268} who posits that a 

Cronbach's alpha coefficient at 0.5 or higher is considered acceptable which in thts case is .7. 

This is then regarded as having a high internal consistencies and reliability. 

The above table explains the result of the Kaiser-Meyer-Olkin (KMO} and Bartlett's Test of 

Sphericity Measures of Sampling Adequacy. The KMO of 70.4% is slightly greater than 0.7 

implying that the sample is adequate enough for factor analysis to be conducted {Leech et al., 

2014). The Bartlett's test rejects the null hypothesis that the correlation matrix is an identity 

matrix; hence the correlation matrix is factorable. 

Table 5.41: Total Variance Explained 

Total Variance Explained 

Component Initial Eigenvalues 

Total % of Variance Cumulative% 

1 2.890 20.641 20.641 

2 2.319 16.562 37.202 

3 1.233 8.810 46.012 

4 1.101 7.867 53.879 

14 .377 2.690 100.000 

Although the proposed structure for ensuring the success of an SME has no constructs, EFA 

suggests four factors based on the Kaiser's rule of eigenvalues greater than one (Fabrigar and 

Wegener, 2012). It can be noticed that the suggested factors explain about 53.9% of the 

variation which is acceptable based on the benchmark of 50% as adopted from Fook et al., 

{2015) . 
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5.4.5.2 Confirmatory factor analysis (CFA) for ensuring the success of SMEs 

Confirmatory factor analysis is conducted to analyze at which level a pre-determined or 

designed structure is confirmed by the collected data (Buyukozturk, Akgun, ozkahveci & 

Demirel, 2004:231). 

The following results are obtained from the CFA using the number of factors suggested by EFA 

(k=4). 

Table 5.42: Total Variance Explained 

Total Variance Explained 

Component Initial Eigenvalues 

Total % of Variance Cumulative % 

1 2.732 19.511 19.511 
2 2.365 16.892 36.403 
3 1.209 8.639 45.042 
4 1.145 8.179 53.221 

14 0.398 2.845 100 

The CFA confirms four factors suggested by EFA based on the Kaiser's rule of eigenvalues 

greater than one (Fabrigar and Wegener, 2012). It can be noticed that the suggested factors 

explain about 53.2% of the variation which is acceptable based on the benchmark of 50% as 

adopted from Fook et al., (2015). 

The initial solution revealed fourteen factors with an eigenvalue greater than 1. When the items 

in subscales were analyzed, a difficulty occurred in giving a name to the subscales coming out. 

After using varimax rotation, the loading for each item was examined. 
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Table 5.43: Factor Matrix for ensuring the success of SM Es 

j FACTOR 1 FACTOR 2 FACTOR 3 FACTOR 4 FACTOR 1 FACTOR 2 FACTOR 3 
D54 0.354 0.4841 0.026 D54 0.016 

D55 0.358 0.214 0.24 D55 0.169 

D56 0.1 0.537 D56 0.165 
D57 oNl 0.012 D57 

D58 0.102 0.111 D58 0.141 0.445 

D59 0.316 0.18 D59 0.001 0.1 

D60 0.463 0.112 D60 0.047 0.073 

D61 0.393 0.062 D61 0.025 0.546 0.1941 
--+ 

0.157 0.351 0.17 0.611 0.049 

0.239 0.088 0.442 

0.17 0.193 0.437 0.364 
---; 

0.353 0.72 0.0551 
0.0461 0.428 0.288 

0.105 0.464 0.009 

Initial Factor MatrixVarimax-rotated (Orthogonal) matrix 

D54 

D55 

D56 

D57 

D58 

D59 

D60 

D61 

D62 

D63 

D64 

!FACTOR 1 FACTOR 2 FACTO 

0.065 0.292 

0.592 
0.058 

0.41 

0.634 
0.798 0.118 

0.006 

0.399 

0.138 

0.086 

0.41 

0.293 

0.327 

0.11 

Promax-rotated (Oblique) matrix 
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FACTOR4 

0.753 
0.29 

0.756 
0.085 

0.117 

0.127 

0.009 

0.349 

0.221 
---1 

0.02 

0.323 

0.205
1 

0 249j 
1 



Factor loadings of at least 0.3 are regarded as significant and there should be at least three items per 

factor for the factor matrices to be regarded as good (O'Rourke et al, 2013). It can be noticed that 

the initial factor matrix is not good because it has many items loading on Factor 1 and Factor 2 but 

insufficient items loading the other factors have insufficient or no items loading on them. On the 

other hand, the Promax- and Variamx-rotated matrices are better than the initial factor matrix 

because all the items are relatively fairly distributed as opposed to the initial matrix. However, there 

are only two significant items loading on Factor 2, hence the results should be interpreted with 

caution. Since both rotation methods suggest the same solution, the interpretation of factor 

solutions is based on the rotated matrices and the factors are summarised next. 

Table 5.44: 

D62 
FACTOR2 D64 

D65 

Factor loading explained for ensuring the success of SM Es 

Immigrant entrepreneurs are negatively impacted by many factors including credit 
constraints, Ian ua e abili and len h of residence in the host count 
lndi enous business owners are involved in association and connection 
The entrepreneurial alertness of the owners of small native-owned firms is more 
effective than the immi rants 

DDIIIII business is finance usin formal financial sources such as banks 
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Figure 5.16 depicted the section D of the ensuring the success of SMEs. It can be noticed that in 

figure 5.16, both the South African business owners and foreign business owners, are in agreement 

(Agree or strongly agree) that they have implemented the items of Factor 1 of ensuring the Success 

of SM Es. However, there are more foreign business owners who are in agreement (Agree or strongly 

agree) that they have implemented the items of Factor 1 of the ensuring the Success of SME than 

South African owners. For example, 10.75% of South African business owners agree implemented the 

item D55 as opposed to 22.69% of the foreign business owners. Also, 18.21% of the South African 
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business owners have strongly agreed that they have implemented the item 055 as opposed to 

29.25% of the foreign business owners. 4.5% of South African business owners are undecided that 

they have implemented item 055 as opposed to 3.9% of foreign business owners. While 2.9% of 

South African business owners have implemented item 055 as opposed to 2.7% of foreign business 

owners. 

Item 055 also indicated that 10.1% of South African business owners are strongly agreed that they 

have implemented item 055 as opposed to 20.1% of foreign business owners. 23.4% of South African 

business owners have also agreed that they have implemented item 058 as opposed to 33.7% of 

foreign business owners. The same variation occurs on the same items where 3.3% of South African 

business owners are und_ecided that they have implemented item 058 as opposed to 3.6% of foreign 

business owners.Similarly, 8.6% of South African business owners are strongly agreed to item 059 as 

opposed to 19.5% of foreign business owners. 23.3% of South African has agreed that they have 

implemented item 059 as opposed to 35.40% of foreign business owners. While 3.5% of South 

African business owners are undecided that they have implemented items 059 as opposed to 2% of 

foreign business owner, and 2.9% of South African have disagree that they have implemented item 

059 as opposed to 1.2% of foreign business owners. 

The findings indicate that although both South African and foreign business owners adhere to Factor 

1, the foreign business owners have the majority of the items such as having frequent interaction 

with others to acquire new information and that they always keep an eye for new business ideas 

during this process. This means that the business owners always work hard to grow their business 

using various avenues. They try as much as being riendly and interact effectively with them . For 

example, Abor and Quartey (2010:12), Tengeh et al. (2011:2) and Chiloane-Tsoka (2014:379) believed 

that with the high inflation rates and unemployment rates, SMMEs afford the country an important 

vehicle in addressing these issues by promoting growth and equity. They add that people get involve 

with entrepreneurship or SMEs in order to generate wealth and improve their standard of living. 

They do this by utilizing different tools and techniques required for their businesses to grow, while 

keeping an eye for the existing and new information .Agwa-Ejon and Mbohwa (2015:521), Kamunge 
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et al. (2014:7) and Turner, Varghese and Walker (2008) points that information solution can help 

mitigate the gap between informal and formal sectors of the economies and ease the transition of 

informal businesses to formal sector. For example, with proper information, people can be able to 

obtain sufficient knowledge on various criteria for obtaining a loan to grow their business. 

Figure 5.17: Ensuring the Success of SM Es 
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Figure 5.17 also depicts the section D of the ensuring the success. From the figure above, it can be 

noticed that for both the South African business owners and foreign business owners, the majority 

are in agreement (Agree or strongly agree) that they have implemented the items of Factor 2 of 
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ensuring the Success of SMEs except for the following items: D61, D65 and D66 for foreign business 

owners. The majority of foreign owners are in disagreement (Disagree or strongly disagree) that they 

have implemented the items D61, D65 and D66 of Factor 2 in ensuring the Success of SMEs. For 

those business in agreement (Agree or strongly agree) that they have implemented the items of 

Factor 2 of ensuring the Success of SMEs, the majority are foreign nationals. For example, 7.00% of 

the South African business owners agree that they have implemented item D62 as opposed to 

14.29% of the foreign nationals. Also, 11.37% of the South African business owners strongly agree 

that they have implemented item D62 as opposed to 25.36% of the foreign nationals. 

The finding indicates that, the foreign owned businesses are negatively impacted by many factors 

including credit constraints, language ability and length of residence in the host country. However, 

they are in disagreement that their business is finance using formal financial sources such as banks. 

This means that financial support for the foreign owned business is lacking among the business 

owners. As Zolin and Schlosser (2011:1189) add that the immigrants may be disadvantaged by lack of 

access to human and financial capital. Again, the findings also indicates that theentrepreneurial 

alertness of the owners of small native-owned firms is more effective than the immigrants and that 

their business is finance using formal financial sources such as banks.Irrespective of the challenges 

encountered by the business owners, many business owners still lack sufficient funding to grow their 

business. Quyen (2013:19) argued that one of the difficulty business owner's faces is the lack of 

capital to fund the business. 
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Figure 5.18: 
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Figure 5.18 also depicts section D of ensuring the success of SM Es. The figure above indicates that for 

both the South African business owners and foreign business owners, the majority are in agreement 

(Agree or strongly agree) that they have implemented the items of Factor 3 of ensuring the Success 

of SM Es. However, there are more foreign business owners who are in agreement (Agree or strongly 

agree) that they have implemented the items of Factor 3 of the ensuring the Success of SME than 

South African owners. For example, 10.39% of South African business owners agree implemented the 

item D57 as opposed to 17.21% of the foreign business owners. 17.51% of the South African business 

owners have strongly agreed that they have implemented the item D57 as opposed to 30.56% of the 

321 I Page 



foreign business owners. Also 5.3% of South African business owners are undecided that they have 

implemented item D57 as opposed to 4.2% of foreign business owners. 

In item D63, 15.9% of South African business owners have agreed that they have implemented item 

D63 as opposed to 23.2% foreign business owners. That same applies to 6.9% of South African 

business owners strongly agreed to have implemented item D63 as opposed to 10.7% of fore ign 

business owners. 6.4% of South African business is undecided that they have implemented item D63 

as opposed to 3.8% of foreign business owners while 6.4% of South African business owners have 

disagreed that they have implemented item D63 whereas 19.1% of the foreign business owners are 

in total disagreement with item D63. 

Consequently, in item D67, 19% of South African business owners are in agreement that they have 

implemented item D67 as opposed to 34% of foreign business owners. 9.5% of South African 

business owners have also strongly agreed that they have implemented item D67 as opposed to 14% 

of foreign business owners whereas, 6.1% of South African business owners are undecided that they 

have not implemented item D67 as opposed to 6.6% of the foreign business owners. 

The findings also indicate that both South African and foreign business owner agreed to factor 3 of 

figure 5.18. However, there are more foreign business owners who contend that they have all the 

required resources to start their business and that they are happy where their business is located. 

This means that the inability for business owners to obtain credit or loan has enabled them to start 

their business with the little resource they have. They do not wait for the government to support 

them rather they utilize their little resource . Zolin and Schlosser (2011:1189) explained that when 

immigrants arrive at their current place, they seek jobs that provide opportunities for long hours in 

order to earn money, thereby saving what they obtained to start their business. 
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Figure 5.19: Ensuring SMEs Success 

FACTOR4 

South African D54 SOlih African D56 Foreign ow ner D54 Foreign ow ner DSS 

■ strongly Disagree 
■Disagree 
■ Undecided 
■ A!J'ee 

strongly A!J'ee 

Figure 5.19 also emerged for section D of ensuring the success of SMEs. It can be noticed that for 

both the South African business owners and foreign business owners, the majority are in agreement 

(Agree or strongly agree) that they have implemented the items of Factor 4 of ensuring the Success 

of SM Es. However, there are more foreign business owners who are in agreement (Agree or strongly 

agree) that they have implemented the items of Factor 4 of the ensuring the Success of SME than 

South African owners. For example, 16.23% of South African business owners strongly agree 

implemented the item D54 as opposed to 26.96% of tht! foreign business owners. 4.1% of South 

African business owners strongly disagree to item D54 as opposed to 4.2% of the foreign business 
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owner. 7.5% of the South African business owners and 6.1% have all disagree (strongly disagree and 

disagree) that they have implemented item D54 as opposed to 7.9% and 9.3% of fore ign business 

owners. 

Finally, it can be noticed that in item D56, 17.6% of South African business owners agree that they 

have implemented item D56 as opposed to item 19.31% foreign business owner. 5.5% of South 

African business owners have also strongly agreed that they have implemented item D56 as opposed 

to 8.3% of foreign business owners. Whereas, 13.6% and 12.8% of South African business owners 

have disagreed (strongly agreed and disagreed) that they have implemented item D56 as opposed to 

7 .9% and 9.3% of foreign business owners. 

The finding indicates that both South African and foreign business owners adhere to Factor 4 of 

ensuring the success of SMES. However, the foreign business owners focused more on transferring 

their entrepreneurial skills to the locals business. Having acquired enough small business experience, 

they see it necessary to equip the local business owners with the skills to run a business. Besides this, 

Heilbrunn and Kushnirovich (2007:357) emphasized that the specific problems of indigenous 

entrepreneurs are related to management and marketing skills, which may be due to a relatively 

lower level of formal education and experience. Many immigrants' business owners carry and utilize 

the skills and knowledge they acquire from their country of origin in their host country. It is this 

experience that put them ahead of the immigrant. 

5.4.5.3 Summary of the comparison of the South African and Foreign Owned 

Businesses relative to Ensuring the Success of SM Es 

The results of the analysis show that there is a difference between South African business owners 

and foreign business owners relative to the implementation of the items of ensuring the Success of 

SMEs suggested by CFA. It can be noticed that, generally, the foreign business owners are in 

agreement (Agree or strongly agree) that they have implemented the items of all the factors 

proposed by CFA in ensuring the Success of SMEs except for D61 {The survival rate of immigrant 

businesses in Gauteng is low), D65 (The entrepreneurial alertness of the owners of small native-
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owned firms is more effective than the immigrants) and D66 (My business is finance using formal 

financial sources such as banks). The other factors that have been strongly accepted by the foreign 

business owners are as follows: 

► Factor 1: D59- (I have frequent interactions with others to acquire new information) and D60-

(1 always keep an eye out for new business idea when looking for information) 

► Factor 2: D62- (Immigrant entrepreneurs are negatively impacted by many factors including 

credit constraints, language ability and length of residence in the host country), D66- (My 

business is finance using formal financial sources such as banks)and D64- (Indigenous 

business owners are involved in association and connection) 

► Factor 3: D67- (I have all the requ ired resources to start my business) and D57- (I am 

comfortable where my business is located) 

► Factor 4: D54- (Entrepreneurial skills are transferred from indigenous entrepreneur to the 

immigrants) 

Ensuring the success of SM Es is crucial to the development of the country because of the impact it 

brings to the economy. SMEs sector is the main driving force behind job creation, poverty reduction, 

wealth creation, income distribution and reduction in income disparities (Aremu & Adeyemi, 

2011:200). People engage themselves in varieties of businesses in order to make a living. The need 

that support should be provided by the government to enable the business owners successfully run 

their activities is required . As most of the government interventions failed to create a much needed 

transformation due to poor coordination and monitoring and policy inconsistencies (Aremu & 

Adeyemi, 2011:200). It is therefore necessary that business owners especially the indigenous 

business owners should be given support to harness this economic sector called SMEs. It is to this 

that Aremu and Adeyemi (2011:200) emphasized that SME sector also formed the vanguard of the 

modern enterprise sector and presents the propelling force of economic modernization and growth 

in South Africa . They are important sector that need to be adequately factored into policy making 

and programme implementation in South Africa . 
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5.4.5.4 The effect of Socio demographics on the ways implemented in Ensuring the 

Success of SM Es 

Table 5.45: Multivariate Tests 

Multivariate Tests 

Effect Value F Hypothesis df Error df Sig. 

AGE_GROUP 0.201 1.715 16 546 0.04 

Located 0.089 1.529 8 274 0.147 

Premises 0.089 3.087b 4 138 0.018 

Gender 0.111 3.813b 4 138 0.006 

HQ 0.127 1.081 16 546 0.37 

NatureBiz 0.159 1.355 16 546 0.159 

NumEmp 0.1 0.852 16 546 0.625 

YrsOpp 0.153 1.305 16 546 0.189 

Orig 0.059 1.014 8 274 0.426 

YrsBefore 0.103 1.174 12 410 0.300 

Nat_Employees 0.127 1.444 12 410 0.143 

**=significant level >0.05 

Based on the Hotelling's Trace at 5% level of significance, there is a statistically significant difference 

in the ways implemented in ensuring the success of SMEs based on the following variables: the age 

group of the business owner has a significant difference of 0.04, the type of premises that the 

business is using has a significant difference of 0.018 and the gender of the business owner also has a 

significant difference of 0.006. 
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Table 5.46: Tests of Between-Subjects Effects 

Tests of Between-Subjects Effects 

Source Dependent Type Ill df Mean F Sig. 
Variable Sum of Square 

Squares 

FACTOR D1 8.541 4 2.135 2.181 .074 

FACTOR D2 4.917 4 1.229 1.308 .270 
Age_Group 

FACTOR D3 3.385 4 .846 1.100 .359 

FACTOR D4 7.939 4 1.985 2.266 .065 

FACTOR D1 .052 1 .052 .053 .819 

FACTOR D2 1.741 1 1.741 1.852 .176 
Premises 

FACTOR 03 7.266 1 7.266 9.442 .003 

FACTOR D4 .132 1 .132 .151 .698 

FACTOR D1 1.483 1 1.483 1.515 .220 

FACTOR D2 .617 1 .617 .657 .419 
Gender 

FACTOR_D3 10.130 1 10.130 13.164 .000 

FACTOR D4 .284 1 .284 .324 .570 

**=significant level> 0.05 

Based on the individual ANOVA tests at 5% level of significance, it can be noticed that the test does 

not reveal the factors that are directly affected by the age group of the business owner. The test only 

revealed the type of premises used by the business which has a significant effect of .003 of Factor D3 

and on the gender of the business owner with a significant effect of .000 also on FactorD3. 
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5.4.5.5 The effect of the specific challenges that affects the success of SM Es 

Table 5.47: Multivariate Test 

Effect Value F Hypothesis df Error df Sig. 

ReasonStart ,061 1,006 16,000 1058,000 ,447 

Formality ,092 1,984 12,000 773,000 ,023 

MaketingCha ,101 2,209 12,000 788,000 ,010 

Resource ,109 2,398 12,000 791,000 ,005 

Worries ,078 1,287 16,000 1054,000 ,197 

Failure ,084 1,387 16,000 1058,000 ,140 

Obstacles ,080 1,303 16,000 1046,000 ,187 

**=significant level> 0.05 

Based on the Hotelling's Trace at 5% level of significance, there is a statistically significant difference 

in the ways implemented in insuring the success of SM Es based on the following variables: Forma lity 

of the business has a significant effect of .023, marketing challenges a significant effect of .010 and 

ava ilabil ity of resources also has a significant effect of .005. 
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Table 5.48: Tests of Between-Subjects Effects 

Tests of Between-Subjects Effects 

Source Type Ill Sum df Mean F Sig. 

of Squares Square 

Formality Factor_dl 8,522 3 2,841 2,853 ,038 

Factor_d2 2,270 3 ,757 ,749 ,524 

Factor_d3 4,310 3 1,437 1,417 ,238 

Factor_d4 10,965 3 3,655 3,858 ,010 

Marketing Factor_dl 1,158 3 ,386 ,382 ,766 

Challenges 
Factor_d2 4,402 3 1,467 1,483 ,220 

Factor_d3 12,311 3 4,104 4,223 ,006 

Factor_d4 4,086 3 1,362 1,376 ,251 

Resource Factor_dl 6,725 3 2,242 2,267 ,081 

Factor_d2 3,785 3 1,262 1,281 ,281 

Factor_d3 13,331 3 4,444 4,614 ,004 

Factor_d4 4,870 3 1,623 1,637 ,181 

**significant level >0.05 

Based on the individual ANOVA tests at 5% level of significance, it can be noticed that the formality of 

the business has a significant effect of .038 on Factor D1 and significant effect of .010 on Factor D4. 

Marketing challenges has a significant effect of .006 on Factor D3 and the allocation of resources 

each has a significant effect of .004 on Factor D3. 

5.4 DISCUSSION OF THE FINDINGS 

The discussion consists of the descriptive analysis of the entire data from section A to Das well as the 

correlations of all the information obtained. Each of this discussion will be done per question as 

written in Table 4.4 (methodology). 
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The study seeks to finds answers to the phenomenon under investigation which is to determine the 

factors that are causing foreign-owned businesses to outperform indigenous-own businesses in 

Gauteng province. In order to understanding this objective, a number of sub-objectives emerge from 

the main objective of the study. 

5.5.1 Discussion of the quantitative findings as per research question, sub-objective one 

(The effect of socio-demographic profile on the type of business model created) 

It can be depicted that the foreign and indigenous business owners engaged in SMEs activities are 

between the ages of 30-39 recorded as the highest in the study. These business owners are both 

male and female, with male dominating the SMEs industry. Most of these people have the basic 

education between Grade 8 - 12 and is reflected in the table 5.5 of the study. It is also seen that 

majority of the business owners have been in operation for the period of 4years which is reasonable 

for one to be actively engaged in using a business model. However, there are more foreign nationals 

who are engaged in SM Es in Gauteng province as opposed to South African business owners. This can 

be seen in the figure 5.2 above. 

From the correlation outcome, the socio demographic profile of business owner has a significant 

effect on location of business. Table 5.24 and Table 5.25 summarize the result obtained from the 

respondents on the effect of location in choosing a business model. From the correlation in table 

5.25, Factor B1 to B4 was identified as having a positive correlation between the location of a 

business and the type of business models. Factor B1 which is the communication process and value 

creation (proposition) has the following items; B1.1 (satisfying an entirely new set of needs that 

customers perceive), B1.2 {I try improving product or service performance to create value for 

customers), B2.8 (I always communicate to my customers), B2.9 {I always communicate to my 

employees in order to deliver a value) and B2.10 (I raise awareness to customers about the business 

products and services). Factor 2 which is value creation has the following items; B1.3 (I tailor 

products and services to the specific needs of individual customers), B1.5 (I satisfy the needs of the 

customer by offering lower price), B1.6 (I help customers reduce cost in order to create value) and 

B1.7 {I offer a post-purchase products or service) . For Factor 3 communication process and Effective 

Customer Relationship, the following factors emerged; B2.11 (I allow customers the choice to 
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purchase specific products and services), B2.12 (I provide post-purchase customer support) and 

B3.16 (I provide all the necessary means for customers to help themselves) and finally Factor 4 which 

is Communication Process and Effective Partnership has the following items; B2.13 (I maintain online 

communication that allow users to exchange knowledge and solve each other's problem), B4.18 (I 

charge customers for each service I provide) and B5.24 (I provide continuous training and knowledge 

management to my employees). From the above item description, it emerged that a business owner 

chooses a location that brings about effective interaction between the business owner and the 

customer. Cengiz (2007:83) add that a good customer relationship is one that brings about a 

comprehensive insight to the customer pre and post purchase behaviour. Therefore, the findings 

indicates that a business owner will choose a location that will produce better relationship with 

customers, and having a good relationship enables the customers to interact freely with the business 

owner as well as obtaining information on the choice of products and services needed. In that way 

value creation is fulfilled . 

The highest qualification (HQ) was seen to have a significant difference in the business model 

adopted. The CFA confirms that the HQ has an effect on Factor B4 only. Factor 4 which is 

Communication Process and Effective Partnership has the following items; B2.13 (I maintain online 

communication that allow users to exchange knowledge and solve each other's problem), B4.18 (I 

charge customers for each service I provide) and B5.24 (I provide continuous training and knowledge 

management to my employees). From this item it was established that having a qualification, can 

enable one a choice of business model that best suits his/her business activities. Soriano and 

Castrogiovanni (2012:336) are of the opinion that the influence of education on business 

performance lies in the fact that knowledge gained enhances the managerial capacity to develop a 

superior business in general or an industry-specific strategy. 

Foreign and local business owners are all engaged in different types of business (nature of business) 

such as retail, wholesale, manufacturing and services. From the findings, it can be said that the 

nature of business have a significant impact on the business model. The business owners will have 

the choice to structure their business in a way that the needs of the customers are meet. They will 

purchase specific products and services that will satisfy the need of the customers. With 34% of 
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foreign business owners providing post-purchase customer support, the business owners will be able 

to adopt a business model that will best suits the business choices made. It was observed that Factor 

B3 and Factor B4 have a significant effect on the nature of business. Factor B3 which 

iscommunication process and Effective Customer Relationship and Factor 4 communication process 

and Effective partnership has an effect on the nature of business of the business owner. 

Again, the number of employees has a role to play in choosing a business model. The CFA highlight 

that only Factor 2 of the business model has an effect the choice of business model which includes 

B1.3 (I tailor products and services to the specific needs of individual customers), B1.5 (I satisfy the 

needs of the customer by offering lower price), B1.6 {I help customers reduce cost in order to create 

value) and B1.7 {I offer a post-purchase products or service).ones a business owner is able to satisfy 

the need of the customers, then will be able to create value for them. 

In addition to this, the number of years in which the business has been in operation has a significant 

effect on Factor B1 and Factor B6. This means that in trying to satisfy the entirely new set of needs 

perceived by customers it brings about the choice of effective business model. A business owner who 

has been in small business for years must have mastered a good way of satisfying the business 

owners. Factor 6 of the CFA has highlighted that business owners create a good revenue streams on 

how to earn money among which include (granting the customers exclusive right to use a particular 

assets for a fixed period in return for a fee and allowing customers access for advertising in return for 

fees). Many business owners try to satisfy their customers while at the same time make profit. 

The origin of a business owner has a role to play in the choice of a business model. Factor 3 and 

Factor 5 confirms that as a business owner, there should be a good communication as well as an 

effective customer relationship between the business owner and the customer. A good 

communication is said to bring about healthy relationship, therefore the choice of business model 

will be determined by the relationship that transpires between the customer and the owner of the 

business. 

Finally, the nationality of employees has a significant effect on most of the factors namely: Factor B1, 

Factor B3, Factor B4, Factor BS and Factor B8. From these factors the following findings were made. 
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Factor Bl indicates that both the foreign and South African business owners implement Bl.1, Bl.2 

and B2.8. However, there are more foreign business owners who try so hard to satisfy the new set of 

need for customers by improving their products and services. The foreign business owners also try as 

much as possible to communicate to their customers as a means to achieve the business model of 

value creation and communication process despite having language barrier. In Factor B3, it could be 

seen that both South African and foreign business owners implement Bl.6 and Bl.7. However, there 

are generally more foreign business owners who have indicated how strongly they help customers to 

reduce cost as well as offer post purchase product or services. Amit and Zott (2001:496) seek to add 

that value creation is the amount buyers are willing to pay for what a firm provides them. Value is 

measured by the total revenue obtained from the value created. Factor B4 indicates that both the 

foreign and South African business owners have implemented item B2.11, B2.12 and B2.13. 

However, there are generally more foreign business owners who have indicated that they allow 

customers to purchase specific products as well as provide all necessary means for customers to help 

themselves. Factor BS also have it that both the South African and foreign business owners have 

implemented Bl.4 and B3.14. Generally, there are more foreign business owners who are in 

agreement that they create design to entice a customer. Factor BS indicates that both South Africa 

and foreign business owner implement item B6.28, B6.26 and B6.30. However, the foreign business 

owners have generally agreed that they create and maintain the leanest possible cost structure. They 

also benefit from bulk purchase as well as operate in a large scope of operation. Many foreign 

business owners try as much possible to reduce and maintain cost of their products in order to 

attract customers. They do this through buying good in stock. 

5.5.2 Discussion of the quantitative findings as per research question, sub-objective two 

(The effect of the characteristics and challenges of SMEs in South Africa) 

From the analysis obtained, table 5.27 and 5.28 summarizes the outcome of the test obtained. The 

multivariate tests indicates that there is a statistical significant difference in the business model 

adopted based on all characteristics and challenges of SMEs in South Africa except for the usual 

cause of failure. From the test conducted, the reason for starting a business has a significant effect 

on Factor 3 (0.005), Factor 5 (0.035) and Factor 8 (0.047), whereas the formality of a business has a 

significant effect on Factor 1 (0.022) and Factor 7 (0.002). The marketing challenges have a significant 
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effect on Factor 3 (0.000) and Factor 5 (0.032). The availability of resources has a significant effect on 

Factor 8 with (0.027) only. The worries have a significant effect on Factor 1 with (0.041), Factor 3 

(0.009) and Factor 5 (0.015) . The obstacles have a significant effect on Factor 1 with (0.002), Factor 3 

(0.037) and Factor 8 (0.009). This means that for every business owner, there are certain 

characteristics and challenges they need to face in order to master the activities of a small business. 

Base on this outcome, only the causes of business failure which does not have any significant impact 

on the activities of SM Es will be discussed. 

The causes of business failure were highlighted as well as the percentage number of participants. 

From the result obtained (21% of participants said that they face lack of manager experience), (31% 

said they lack of financial backing), {19% indicated poor location) and {16% communication skills and 

12% unexpected growth). Among all other challenges, the findings have indicated that many small 

businesses fail because of lack of financial backing. Nieman, Hough and Nieuwenhuizen (2003:32) 

state that access to finance is a major challenge to the successful development of small, medium and 

micro-enterprises (SMMEs) in South Africa . As such there is need that government should intervene 

in this situation to help empower the existing and upcoming business owners. 

5.5.3 Discussion of the quantitative findings as per research question, sub-objective one 

(The effect of social demographic profile on the type of measures employed) 

In an attempt to address this research objective, the respondent's opinions are summarized as 

follows: 

Table 5.36 highlights the variables that affect the type of business performance measurement such 

as: age group, premises, gender, years in operation and nature of employees. The correlation starts 

with the relationship between the age group of the business owner and its effect on Factor Cl. From 

the data analysis, it emerged that 33% of the participants believed that people between the ages of 

30-39 engaged themselves in SMEs activities. Age is seen to be the most proactive stage where 

people make decisions on the choice of business they want to embark on. Herrington and Kew in 

GEM (2015:32) agreed to this by saying that the aged between 25 and 44 years are the most active 
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entrepreneurially, accounting for between 50% and 60% of all early-stage activity. Thus the most 

actively involved in small businesses are people between 30-39 years of age as the case may be. 

Again, the type of premises used by the business owners has a significant effect on Factor C3. The 

majority of the foreign business owners are in disagreement (Disagree or strongly disagree) that they 

have used the following items of Factor 3: C2_ 42 (I do not have enough performance measurement 

knowledge), C2_ 43 (I do not have time and enough resources to implement performance 

measurement), C2_ 44 (Performance measurement are not useful), C2_ 45 (I do not know how to 

tailor the performance measurement tools to suit my business). It can be noticed that the items of 

Factor 3 of the CFA proposed business performance measurement are measuring the extent of the 

knowledge and ability of the business owners to implement the performance measurement. This 

extent of the knowledge about and ability of the business owners to implement the performance 

measurement is measured with a null for example, do not have, therefore the response of the 

business owners in regard to these items indicate that they are knowledgeable and able to 

implement this factor in their businesses. As such, a higher percentage of foreign business owners 

are more knowledgeable about and able to implement the performance measurement than the 

South African business owners. The results imply that all the factors of the performance 

measurement have enabled the foreign owned businesses to outperform the South African business 

owners. 

It would appear that years in operation has an effect on the type of measures employed. As an 

experienced business owner, taking proper record of business ensures its sustainability. It was seen 

from the data that 47% of the business owner have been in business between 1-4 years, 30% 

between 5-10 years, 11% between 11-20 years, 9% are under one year whereas 4% are more than 20 

years . Finally, the nationalities of employees have a significant effect on the type of performance 

measures. From the data obtained, it can be said that majority of business owners are foreigner 

nationals. Some of whom has been in business operations in their country of origin before relocating 

to South Africa . Their experience in the field of small business has put them ahead of the local 

business owners. According to the statistics, it indicates that 61.2% are foreign business owner while 

38.8% are indigenous business owners. 
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5.5.4 Discussion of the quantitative findings as per research question, sub-objective one 

(The effect of specific challenges on the choice of performance measures employed) 

Business owners are faced with a number of challenges. Based on the information obtained, table 

S.38 and table S.39 of the Subject Effects highlighted the characteristics and challenges that affect 

the performance measures. From the outcome, it was believed that the formality of the business, the 

availability of resources and the usual causes of failure have a significant effect on the business 

performance measurement. Factor Cl and Factor C3 of the CFA business model has a significant 

impact on the formality of the business. It was observed that 36% of the business owners perform 

value-added tax registration, 2S% of business owners obtained operating permit, 22% do not have 

licensed while 17% operate their business through an accounting process. This indicates that most 

business owners are formally registered, they can be clearly seen as a small business and operate 

under the terms and conditions of SM Es. 

Similarly, the availability of resources has a significant effect on the performance of business. It can 

be observed that 44.S% of resources obtained were derived from personal savings, 33.3% from 

family support, 11.8% from loan obtained either from bank or government institution while 10.S% 

were from other sources. This indicates that the lack of funds has become a major challenge for 

many business owners. If governments provide a support agency and the business owners are aware 

of where to go in such instance, it would reduce the pain many SM Es experience. However, Factor C2 

and Factor CS are seen to have a significant effect on resource availability. Factor C2 deals with the 

satisfaction of both the customers and the employees and are seen as follows; C1_38 {I ensure that 

my customers requirement are satisfied), C2_39 {I provide feedback for people to monitor their own 

performance levels), C2_ 40 {I highlight quality problems and determine which areas most need 

attention) and C2_ 41 {I provide my employees yearly bonus) . The business owners need to create an 

avenue to satisfy the needs of the customers while at the same time monitoring the employees' 

performance. This will determine how success the business will be. Factor CS deals with how the 

performance measurements are monitored and improved. Business owners should corroborate with 

the suppliers and partners in order to meet the requirement needed to carry on business activities. 

They need to employ proper skills and tools to support the overall business goals. 
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Additionally, the usual causes of business failure have a significant effect on the performance 

measurement. The high percentage response rate indicates that small businesses fail today because 

of lack of financial backing. With 31.3% of the participants acknowledging that the lack of financial 

backing is a huge problem as to why their businesses fail. 21.4% believed it is due to inexperienced 

manager, 19.2% identified poor location, and 16.4% said that poor communication which may be 

seen as inability for the foreign business owners to understand the language of many South African 

citizens as well as other foreign nationals while 11.7% acknowledged it is as a result of unexpected 

growth . Agwu and Emeti (2014:104) and lhyembe (2000:22) contend that the funding problem of 

SMEs is primarily due to the behaviour of banks and imperfection of the capital markets. Many 

business owners have ideas on how to grow their business but suffer from lack of finance . Again, it is 

also established that Factors C3, C4 and CS has an effect on the failure of the business. Factor C3 

have been measured with a null for example, do not have. It indicates that business owners are 

knowledgeable about the implementation of the factor in their business. Factor C4 deals with the 

relationships the business owners, employees and their customers build. As such a positive 

relationship means that all parties involved have successfully achieved their needs and a negative 

relationship means that one or two of the parties defaults in the performance process. 

5.5.5 Discussion of the quantitative findings as per research question, sub-objective one 

(The effect of socio demographic profile on how the entrepreneur ensures the 

success of SMEs) 

Based on the multivariate tests, it was observed that the age group of the business owner, the type 

of premises that the business is using and the gender of the business owner has a statistically 

significant difference in the ways implemented in ensuring the success of SMEs. For example, with 

the age group, it was observed that the actively involved ages of the entrepreneurs are between 30-

39 years. The reason might be that there is a lot of unemployed youth who are seeking to find job, 

whose intention is to alleviate them from poverty and make a living. Thus, has driven lots of the 

people of that age 30-39 to start their own business. Herrington and Kew in GEM (2015:32) agreed to 

this by saying that the aged between 25 and 44 years are the most active entrepreneurially, 

accounting for between 50% and 60% of all early-stage activity. 
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The type of business premises also has an effect in ensuring the success of SMEs. It was observed 

that 72.9% of the business owners rented their premises while 27% owned their business premises. 

This means that many of the premises used for business activities are being owned by a different 

person and that the business owners pay certain amount on a monthly basis. It may also mean that 

the business owners have opted for a premise where their business will succeed. That is renting in an 

environment that is conducive to carry on SMEs activities. This will lead towards Factor D3 which 

emphasized that business owners choose a location where they are comfortable with as well as a 

place that attracts different cultures. Proving this is Mbonyane (2006:15) who argued that a location 

may be chosen because of the availability of a vacant building, proximity to the owner's residence or 

low rent. 

Moreover, gender also plays a significant role. Since 62% of the business owners are male while 38% 

of them are female has lead us to believe that more male counterparts runs small businesses than 

the female . According to Herrington and Kew in GEM (2010), the report indicates that the ratio of 

male to female participation in entrepreneurial activity varies across the total sample of GEM 

countries. This may be as a result of differences in culture and customs regarding female 

participation in the economy. Equally, factors D3 also plays a role to this in that business owner pay 

more attention to the environment where their businesses are located (i.e. cultural differences). 

5.5.6 Discussion of the quantitative findings as per research question, sub-objective one 

(The effect of the characteristics and challenges of SM Es in South Africa on the ways 

implemented in ensuring the success of SMEs). 

From the analysis performed, Table 5.38 and 5.39 highlights the variables that influence the success 

of SMEs. These variables are as follows: formalities of the business, marketing challenges and 

availability of resources all have a significant difference in the ways implemented in insuring the 

success of SM Es. In the formalities, it was observed that Factor D1 and Factor D4 have much role to 

play. In Factor D1, both indigenous and immigrant entrepreneurs contribute to the growth and 

development of the South African economy. As business owners, ensuring the success of the 

business is necessary because it will determine how effective the business will be. From the data 

obtained, although the South African business owners adhere to Factor 1, the foreign business 
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owners are more active in applying all the items. Factor D4 also indicates that the foreign business 

owners transfer their entrepreneurial skills to the locals; however, there is need that both the foreign 

and South African business owners relate amongst one another for the success of SM Es activities. 

Seemingly, with marketing challenges and the allocation of resources, it was seen that only Factor 3 

has a significant effect on them. This may be as a result of the various challenges experienced by the 

SMEs such as low demand for products, competition, unable to meet customer needs, poor location, 

loan from bank / government and others. The result obtained from the participants indicates that 

55% suffer from competition from their rival businesses, 17.8% suffer from low demand for product, 

and 12% are unable to meet customer needs while 15.3% suffer from poor location. In addition to 

this, 44.5% of the business owners believed that there resources are from the saving made by them, 

33.8% obtained resources from their family members, 11.8% obtained loan from the 

bank/government institution while 10.5% obtained their resources from other sources. The findings 

have indicated that many SMEs lack sufficient resources to start and run their businesses. A lot of 

them source various means to obtain loan or financial assistance to support their business. 

Therefore, there is need that government should intervene with these SMEs owners by creating 

enough resources or means for them to obtain funds. Special arrangement should be made for the 

foreign business owners as they seem to be the pillar of SM Es success in Gauteng province and South 

Africa in general. 

5.6 SUMMARY OF THE QUANTITATIVE FINDINGS ON ALL THE SUB-OBJECTIVES OF 

THE STUDY 

The results of the analysis on all the aspects on the measuring instruments (Socio demographics, 

characteristics and challenges, business model building block, performance measurement and 

ensuring the success of SMEs) have all indicated that there is a difference between South African 

business owners and foreign business owners. For example, it can be noticed that, generally, the 

foreign business owners are in agreement (Agree or strongly agree) that they have implemented the 

items of all the factors of the CFA proposed model except for Factor 6. The results imply that all other 

items included in the initial questionnaire (proposed business model) except for the items of the 
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factor called "Creating Sustainable Revenue Streams" have enabled the foreign owned businesses to 

outperform the South African business owners. 

Additionally, it can be noticed again that, the foreign business owners are in agreement (Agree or 

strongly agree) that they have implemented the items of all the factors of the CFA proposed business 

performance measurement except for Factor 3. The items of Factor 3 of the CFA proposed business 

performance measurement are measuring the extent of the knowledge and ability of the business 

owners to implement the performance measurement can be seen to have been measured with a null 

for example, do not have, therefore the response of the business owners in regard to these items 

indicate that they are knowledgeable and able to implement this factor in their businesses. As such, a 

higher percentage of foreign business owners are more knowledgeable about and able to implement 

the performance measurement than the South African business owners. The results imply that all the 

factors of the performance measurement have enabled the foreign owned businesses to outperform 

the South African business owners. 

Finally, the results of the analysis show that there is a difference between South African business 

owners and foreign business owners relative to the implementation of the items of ensuring the 

Success of SM Es suggested by CFA. It can be noticed that, generally, the foreign business owners are 

in agreement (Agree or strongly agree) that they have implemented the items of all the factors 

proposed by CFA in ensuring the Success of SMEs except for D61 (The survival rate of immigrant 

businesses in Gauteng is low), D65 (The entrepreneurial alertness of the owners of small native

owned firms is more effective than the immigrants) and D66 (My business is finance using formal 

financial sources such as banks). In conclusion, it can be said that all the identified factors discussed 

above have made it possible for the foreign business owners to outperform the South African 

business owners. 

5.7 CHAPTER SUMMARY 

The chapter presented the main findings of the empirical study of the quantitative design. In this 

chapter, relevant information was obtained and explained by means of descriptive statistics. Data 
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were captured and provided in tabular form and figure format followed by a brief description. 

Various statistical techniques and methods were practically applied in this chapter. 

The chapter covered descriptive statistics and frequencies, correlation analysis, multivariate test and 

ANOVA test performed on the research questions. The descriptive statistics used were generated 

through SPSS statistical software. The presentation of data correlation was done by testing the 

strength of the variables and their significance as they address the research objectives. 

Overall, the chapter achieved its goals through its presentations and analysis towards understanding 

what business models used by business owners to successfully achieve competitive advantage. The 

components, factors and elements that inform the business model were supported by participants in 

the views that they submitted. The next chapter presents the systematic details of the identified 

business models and performance measurements of the qualitative results to further support the 

quantitative findings from the perspectives of both foreign and South African business owners. 
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CHAPTER 6 

QUALITATIVE DATA ANALYSIS AND INTERPRETATION OF RESULTS 

6.1 INTRODUCTION 

In the previous chapter, the analysis from the quantitative questionnaire was discussed. As such, the 

results from the analysis of the qualitative approach follows suit. This chapter discusses the interview 

carried out on the business owners and the approaches used in conducting the study. 

In the qualitative study, a structured interview was performed because it enabled the researcher to 

examine the level of understanding the business owners have about the business performance 

measures. At this point, Zohrabi (2013:255) and Harrell and Bradley (2009:25) posits that structured 

interview is a powerful form of formative assessment used to explore how the business owners feels 

about the business performance measures. Undeniably, structured interview has its weaknesses in 

that it is time consuming if the sample group is very large like the SMEs operators in Gauteng 

province. In regard to this, the quality and usefulness of the information from the respondents is 

highly dependent upon the quality of the questions the researcher asked. That is to say, the 

interviewer cannot add or subtract questions other than the questions that seek to answer the 

objective for the study. 

6.2 PARTICIPANTS 

There was no particular number required for the interview. The sampling was until saturation 

because of the large number of SMEs operators in Gauteng province. Before the final interview, a 

pilot study was conducted for refinement of the questions in order to achieve data consistency and 

eliminate data error. The researcher interviewed 6 business owners (3 local business owners and 3 

foreign business owners) to determine the trustworthiness of the research instrument. In the final 

interviews, the researcher only managed to obtain 57 interviews from both the immigrants and 

342 I Page 



indigenous business owners because of the proximity of businesses in the three (3) metropolises 

(Johannesburg, Ekurhuleni and Tshwane). From the 57 interviews conducted 35 were fore ign 

business owners while 22 werethe indigenous business owners. 

A judgmental sample was used in selecting the 57 SM Es that participated in the interview questions. 

The researcher used j udgmental sample until saturation. However, there were a number of 

challenges during the process of data collection for the qualitative process. For example; 

► The qualitative and quantitative approach was conducted at different times making it t ime 

consuming for the researcher. 

► The researcher had to travel to the different locations of the business owners and metropolis 

to interview the business owners. 

► Many of the business owners were unwilling to give information reason best known to them. 

► Some of the participants declined being interviewed on the grounds that they are busy with 

their customers and asked the researcher to come on another day while some of them 

preferred the quantitative questionnaire to the interview questions because they felt it was 

easy for them to thick from the available option . 

► Others told the researcher to drop the interview questions and come back next t ime to pick it 

up. This was also difficult as the research also made use of tape-recorder for all the interview 

questions. 

6.3 DATA GATHERING 

The questions were carefully selected and designed to gain an understanding on the different 

business models used by both foreign and local business owners. The questions are open ended 

(Appendix B) that include verbal and non-verbal questions with the objective that they will be 

answered with as much details as needed. The verbal questions were asked on the respondents who 

could not read while the researcher kept track by audio recording their responses while the non

verbal were also given to some of the business owners who wished to respond in writing or were too 
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busy to respond immediately. Simultaneously before interviewing the respondents, the researcher 

quickly gave a brief meaning of the acronyms BUSINESS MODELS to the respondents. 

Below is the structure of the researchquestions asked during the interview: 

► Section 1: The interview question comprises part one and two. Part one consists of the socio

demographic of the respondents while Part two consists of the challenges and characteristics 

of SM Es. 

► Section 2: The section comprises of Business Models Building Blocks. The interview questions 

were summarized in such a way that each question represents a section on the building block. 

► Section 3: This section relates to Business Performance Measurement. It consists of four (4) 

questions and the aim was to confirm whether the foreign and local business owners make 

use of performance measurement. 

► Section 4 : This section consists of ensuring the success of SM Es. It consists of six (6) questions 

aimed at identifying various factors the foreign and indigenous business owners used in 

carrying out their business. 

6.4 QUALITATIVE DATA ANALYSIS 

It is important to ensure the reliability and validity for this qualitative design. Consequently, as the 

study uses the triangulation method, it was aimed at cross-checking and to provide confirmation and 

completeness, which brings 'balance' between the quantitative and the qualitative approach as 

noted by Burns and Grove (2001) and Yeasmin and Rahman (2012:154). As a result, it increases the 

credibility and validity of scientific knowledge by improving both internal consistency and 

generalizability through combining both quantitative and qualitative methods in the same study. 
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6.4.1 Reliability and validity of the study 

Reliability relates to the reproducibility and stability of the data. It describes the consistency within 

the employed analytical procedure (Noble & Smith, 2016:34). The essence of reliability for qualitative 

research lies with consistency. As a result consistency is measured based on the correlation between 

the different items on the same test such as the business model building block, the performance 

measures and the challenges experienced by SM Es. 

On the other hand, validity refers to the integrity and application of the methods undertaken and the 

precision in which the finding accurately reflect the data (Noble & Smith, 2016:34) . In any case, 

validity is the extent to which a technique measures what is supposed to measure. In qualitative 

design, it relates to the honesty and genuineness of the research data, and ensures that the 

confidence placed in a research's analysis and data are accurately representing the issue under 

scrutiny and investigation (Neuman, 2007:294). Bryman and Bell (2007) suggest that reliability and 

validity are separated into internal and external concepts. Internal reliability refers to the situation 

where there is more than one researcher within the study group thus the observers can agree as 

regards to what they see and hear. External reliability means to what extent a research can be 

completed again with results comparable to the original study. 

Following this, Morse, Barrett, Mayan, Olson and Spiers (2004:2), Shenton (2004:64) and Golafshani 

(2003:602) infer that in order to ensure reliability in qualitative research, examination of 

trustworthiness is crucial and thus seen in terms of transferability, dependability, and confirmability 

of the instrumentation and results of the study. Validity and reliability must be addresses from the 

perspective of the objective out of which the study has been conducted. That is, if the researcher's 

intention is to determine the reasons why foreign business owners outperform the locals, different 

questions will need to be asked about the conduct of business models and performances. Hence, it is 

necessary to understand that dependability is to qualitative research as reliability is to quantitative 

research. However, there must be credibility in order to have dependability. 

345 I Page 



More so, Houghton, Casey, Shaw and Murphy (2013:13) identified four criteria that formed the 

framework for determining the rigour of the research such as dependability, t ransferability, 

confi rmability and credibility. 

i. Dependability: In addressing the issue on dependability, the researcher employs techniques to 

show that if the work were repeated, in the same context, with the same methods and with the 

same participants, similar results would be obtained. In demonstrating the dependability, the 

following process where ensure: 

a) The study took the form of verbal and non-verbal approach. The questions were asked in 

such a way that the respondents were able to understand and give reasonable answers. 

The researcher started off by introducing herself, the purpose and objective of the study. 

The researcher explained to each respondent that the participation is voluntarily and no 

one would hold them responsible for their response but that an accurate and meaningful 

response is needed in order to carry on the study. 

b) The sampling used is judgmental sampling. With judgmental sampling, it helped the 

researcher to identify the various types of SMEs businesses as well as various business 

owners or managers that suits in the criteria for the study. However, it was done until 

saturation. 

c) Questions were repeatedly asked to the respondent one after the other. The researcher 

asked the respondents questions simultaneously in such a way that responses were 

given. 

d) During the process of the interview, the researcher audio recorded the responses for 

further analysis and coding. The researcher was taking notes, to direct the discussion to 

the particular point of interest, and to get more clarification on the points not explained 

thoroughly. 

e) Aud io recording the interview enabled the researcher to stay in track with their answers 

while at the same time jotting down as much responses that the researcher could take. 
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ii. Transferability: In order to ensure transferability in this study, the need to apply the results 

obtained from the work in a wider population is necessary as it enabled all business owners to see 

and apply aspects which are not seen effective in their business environment. Transferability in this 

context is regarded as external validity. External validity is concerned with the extent to which the 

findings of one study can be applied to other situations Silverman (2001) and Shenton (2004:70) . In 

order to ensure transferability, the following activities were done: 

a) The number of business owners that took part in the study was 57 of which 35 were foreign 

business owners and 22 were indigenous business owners. The interview took place at the 

premises of each of the business owner for proximity purpose on each of the three 

metropolitans that were visited. 

b) The people that participated in the interview are the managers and business owners of 

respective small businesses. 

c) There is no specific number of the business owners that were supposed to be interviewed. 

The researcher interviewed upon saturation. 

d) The data collection method that was employed in this study where a combination of verbal 

and non-verbal interview with the aid of a tape recorder. The researcher engage the 

respondents by asking them questions, and assisting them to fill in the interview questions 

while the same time recording their responses in case of any omission that may occur. 

e) The interview took place over three (3) months and each interview lasted for 30 minutes with 

the respondents. 

iii. Confirmability: According to Shenton (2004:72) and Silverman (2001), confirmability is a 

qualitative investigators comparable concern to objectivity. Here, steps must be taken to ensure as 

far as possible that the work findings and result of the experiences are ideas of the respondents, 

rather than the characteristics and preferences of the researcher. 

iv. Creditability: Creditability is defined as the confidence that can be placed in the truth of the 

research findings Cohen, Manion and Morrison (2011) and Holloway and Wheeler (2002) . It is 
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assessing the internal validity of a research by ensuring that the study measures or test what is 

actually intended. Shenton (2004:69) add that credibility deals with the question and that ensuring 

credibility is one of most important factors in establishing trustworthiness. In promoting credibility, 

the following provisions may be made by the researcher: 

a) The line of questioning was obtained from the quantitative questionnaire structure. That is 

the interview questions are in line with the quantitative questionnaire. This questionnaire 

generation has been fully described in the methodology chapter. 

b) Before the interview data collection dialogue took place, the researcher has distributed the 

quantitative questionnaires to some of the respondents that were interviewed. Some of them 

where familiar with the questions and where able to respond genuinely. Proving this is what 

Anney (2014:274) and Shenton (2004:64) contained to be "prolong engagement" between 

the investigator and the participants. The prolonged engagement in the fieldwork helped the 

researcher to understand the core issues that might affect the quality of the data because it 

helps to develop trust with study participants. 

c) Before the interview began, the researcher was able to send the interview questions to the 

promoter for proper evaluation as well as to few business owners in order to test their 

understanding and contribution to some area that needs a business understanding. This was 

done in accordance with Anney (2014:274) and Holloway and Wheeler (2002) who advise that 

the researcher is required to seek support from other professionals willing to provide 

scholarly guidance, such as members of academic staff, postgraduate dissertation committees 

and the department. 

d) Purposive sampling was used to identify the qualified business owners using the criteria 

stated in the methodology chapter. However, the result obtained from the saturated 

numbers was generalized to the larger population. 
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e) Using individual interviews also served as a form of a major data collection strategy. It helped 

offset the weaknesses of the questionnaire, thereby aid towards strengthening the result 

obtained for the study. The view points and experiences of the business owners can be 

verified against others and, ultimately, a rich picture of the attitudes, needs or behaviour of 

the respondents may be constructed based on the contributions of a range of opinions of the 

business owners. 

f) The respondent willingly participated in answering the questions despite been told that they 

have the right to withdraw from the study at any point in time. This has proven that the 

information obtained has the credibility needed for validity to occur. However, ensuring 

credibility of the researcher is essential in qualitative research as it is the researcher who is 

the major instrument for qualitative data collection and analysis. Hence Anney (2014:275) 

suggested that a scrutinizer's trust in the researcher is of equal importance to the adequacy 

of the procedures themselves. 

g) The degree to which the study's results are congruent with those of past studies has been 

considered credible as it may relate to an existing body of knowledge for works of qualitative 

inquiryAnney (2014:275). 

6.5 INDUCTIVE APPROACH 

In this study, an inductive approach was used. As Burnard, Gill, Stewart, Treasure and Chadwick 

(2008:429) and Creswell (2009) said that inductive approach involves anaylsing data with little or no 

predetermined theory, structure or framework and uses the actual data itself to derive the structure 

of analysis. When analyzing data, the researcher attempts to make sense and interpret the 

phenomena in terms of the meaning the participants place on them. 

For the sake of argument, Patton (2002:132) and Jebreen (2012:170) highlighted that an inductive 

approach was used by the researcher for the following reasons: 
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i. To combine varied raw data into a brief summary 

ii. To create clear links between the objective of the study and the results from the raw data 

and make those links clear to others and how those links fulfill the research objectives. 

iii. To develop a theory based on the experiences and processes revealed by the text data. 

Whist a variety of inductive approaches to analyzing qualitative data are available, the method of 

analysis used for this study is one described by Burnard et al. (2008:429) which is the thematic 

content analysis and is perhaps the most common method of data analysis used in qualitative work. 

6.5.1 Thematic approach 

Thematic approach arose out of grounded theory (Burnard et al., 2008:429). The researcher chooses 

a thematic content analysis (a data driven approach) for the study in order to ensure that meaningful 

information is drawn from the collected data. According to Myers and Avison (2002), thematic 

analysis functions as: (1) A way of seeing (2) A way of making sense of seemingly unrelated material 

(3) A way of analyzing quantitative information (4) A way of systematically observing a person, an 

interaction, a group, a situation, an organisation, or a culture, and (S) A way of converting qualitative 

information into quantitative data. 

Thematic analysis is commonly used to identify, report, and analyze data for the meanings produced 

in and by people, situations and events (Burnard et al., 2008:429). In this sense, thematic analysis 

procedures focus on developing categories, derived inductively from the data itself, rather than from 

an a priori theory, to enable systematic description. 

A thematic analysis was then conducted to draw out salient themes. The themes that were 

discovered/ described/ analyzed were accompanied by verbatim quotes to provide accurate 

reflections of participants' meanings (Jebreen, 2012:171). As recommended by Fossey, Epstein, 

Findlay, Plant and Harvey (2002:370), the themes were coded and organised to identify patterns and 

connections in order to arrive at a meaningful analysis of the experience in question. 
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This approach starts with the collection of data from note taking, tape recording and transcription, 

the same approaches that were used for information gathering in this study. According to Jebreen 

(2012:171), note-taking and tape recording is a useful combination that enables analysis of the 

material as a whole, while more specific components of the interviews can be transcribed in full for 

detailed analysis. Notes were taken from the interview during the process and themes emerged. The 

researcher listened to the interview recording and reading the verbatim transcriptions. 

The validity of the coded themes is clarified after sorting and combing different codes under the 

same thematic umbrella. The data analysis process that was followed in this study is one identified by 

Jebreen, (2012:171) involving six steps illustrated below: 
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Figure 6.1: Data Analysis Strategies 

Step 1: Developing Initial Codes • 
I - Participants Interviews 
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(Source: Adapted from Jebreen, 2012 :172) 
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The relevance of qualitative research is identified in the validity and reliability of the data by 

ensuring it s consistency, neutrality and applicability to the research problem (Ellseberg & Heise, 

2005) . However, as stated earlier, a trustworthiness criterion ensures the rigour of qualitative 

findings (Anney, 2014:272). In this study, the validity, reliability, trustworthiness, credibility and 

scientific rigour are dependent on the analysis strategy (see Figure 6.1). 

Step 1- Developing initial codes: The components of Figure 6.1 are applied at the beginning of 

th is study with raw data (transcripts). This step organizes and prepares the data collection for 

analysis purpose and it involves transcribing the interviews and sorting the data into forms 

according to patterns, themes, and categories (Ponelis, 2014:542). The researcher 

comprehensively converts the data into a readable language in relation to the outcome of the 

participant's response. 

Step 2- Validate initial codes: The data are analyzed into coherent and manageable yet rich 

write-ups for each respondent (Ponelis, 2014:542). The tapes and notes are summarized to 

show the dynamic interrelatedness of the various pieces of information that the respondent's 

presents. By summarizing the data, it means interpreting the information provided by the 

participants and relating it to the main objectives of the study. Through this process, the new 

themes and categories will be developed. 

Step 3- Identifying themes: The process of identifying themes is sorted according to the same 

thematic umbrella. In this way it will separate information into categories or themes so that 

information from different sources can be easily sorted and compared. Creswell (2014) and 

Ellsberg and Heise (2004:204) put it that data can either be coded by hand (by writing codes 

into the margins of the text) or with the aid of a computer. For this study, the researcher coded 

the text by writing codes into the margins of the text that is by hand and is done through 

content analysis (see chapter 4). 
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Step 4- Validating coded themes: The coding theme involves discovering and identifying one or 

more themes and pattern from the data. Combining themes and making connections between 

them provides meaningful data. The themes are the main finding of the qualitative interview 

and focus of the study. Table 6.1 of the study indicates the many perspectives from the 

individual participants in support of direct quotations and evidence from the literature study. 

Step 5- Identifying relations between themes: Once a collection of basic themes has been 

derived, they are classified according to the underlying story they are telling. Themes within 

each data group were also beginning to cluster, with differences identified between the 

responses of the participants with varying demographics; for example, differences were 

expressed by foreign and South African business owners. 

Step 6- Emerging explaining & predicting theory: The final step of the data analysis strategies 

used in this study directed the researcher to explaining and predicting theory about 

requirement determination (Jebreen, 2012:172). This process was achieved by identifying 

relations between themes, making it clear what the theory says about how-why-when-and

what process. Clear understanding of the themes and their relations leads to explaining and 

predicting theory. After this, the theory can be validated by literature review discussion, and 

identified as the final product of the study (Myers & Avison, 2002) and (Jenreen, 2012:173). 

6.5.2 Open-coding themes 

As noted earlier in the chapter, the interview was a verbal and non-verbal face-to-face 

interview. The participants possessed in-depth knowledge on the subject business model and 

performance measurement. The participants were given opportunity to respond to both the 

verbal and non-verbal questions asked by the researcher. The interview transcript was carried 

out using thematic content analysis in the inductive qualitative data analysis. Using this process 

has enabled the researcher to determine data groups, create themes and categories in the 

analysis. This theme and categories appeared in the table below. 
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The data obtained from the individual interviews were then analyzed into understandable way. 

The table represents the description and themes from the outcome on the business models, 

business performance and the success on SMEs. The themes formed the basis in the final 

framework on the study as validated against the business models performance detailed in 

chapter two of the study. The themes were picked through content analysis and each 

description contains sets of subheadings of the emergent themes. 
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The themes above were obtained from the framework of the open-coding transcription of the 

interview analysis . A comprehensive discussion on the above themes is discussed in line with 

the literature study and the objective of the study. 

6.6 DISCUSSION OF THE QUALITATIVE REVIEW FROM THE OPEN-CODING 

FINDINGS 

The study was centered on the business models used by SMEs in relation to foreign and local 

business owners. The study seeks to find out the reason why foreign business owners 

outperformed the locals in Gauteng province. In this section, the description from the above 

table is discussed in details. To do so, the interview quotes from the respondents are used in 

order create meaningful contribution from the transcribed data. However, there could be 

grammatical mistakes in view of the respondent's ideas. In order to ensure credibility in the 

study, the direct quotations from the respondent's point of view are used to shade more light 

on the data together with literature in support to the findings. 

Similarly, the themes are purely obtained from the views of the respondents (Gauteng business 

owners). The participants were separated according to foreign and locals. The foreign business 

owners were labeled from FBO0l to FBO35 and the South African business owners were 

labeled from SABO36 to SABO57. In order words the numbers ranges from FBO0l to FBO35 

belong to the foreign business owners whereas the South African business owners are 

identified from SABO36 to SABO57 in order to reflect the anonymity of the respondents. The 

discussion from the interviews starts with the description of the common themes by both 

foreign and local businesses followed by the different opinions experienced by the foreign 

business owners and different opinions experienced by the local business owners and the 

discussion that followed was the description by the themes headings which are in Italics. 
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6.6.1 Challenges of SM Es 

Every business owner experiences one problem or another. It is this problem that hinders the 

growth of their business which in some cases leads to winding up or even bankruptcy. The 

entire section covers the challenges experienced by foreign and South African business owners 

during the process of their business activity. 

6.6.1.1 Business Obstacles 

Business obstacles are challenges every business owner face in their day to day business 

transaction . Without these obstacles many business owners would not be able to experience 

the pros and cons of running a business. Some of the common challenges that emerge include 

competition, economic situation in the form of inflation, lack of funds, and lack of government 

support. 

►Competition 

Competition has become a threat to most businesses. Competition has made so many 

businesses close down because they could not withstand the pressure from rival businesses. 

Some of the business owners believed that there are too many competitions in their business 

environment. For example from the Code FBO0S, the participants said: "/ try as much as 

possible to buy my goods from different places so that I can get a cheap price because there are 

too many people selling the same product. I need to also make gain, if I don't do that I won't be 

able to pay for my rent". This is an indication that this business owner experiences competition 

in his business environment. People try as much as possible to purchase their goods in places 

where they can get a reduced rate, thereafter sell with little or more profit. On the other hand, 

the South African business owner CodeSABO36 also add that, "when I came to this area, there 

was nobody selling my stuffs, now a lot of people because they have seen that this my business 

is going they decide to join me and sell. I don't even make enough profit that I use to before". 

From the above observation, it could be seen that when there are more people in one type of 

business area, the business owner becomes threatened and as a result it hinders their effort to 

grow their business. Ligthelm (2010:132) and Porter (2008) add that competition is one of 
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society's most powerful forces for improving conditions in many fields of human endeavor. 

They state that competition is pervasive, whether it involves companies contesting markets, 

countries coping with globalization or even governments responding to service delivery needs 

Ligthelm (2010:132). However, some of the participants have seen competition in a positive 

way in that it enables them to add value to the way they run their business. CodeFBO03, 

CodeFBO09, CodeFBOll, CodeFBOlS and CodeFBO22 respondents add that, "competition is 

good. It is good because it made me focus on the way I stock my goods so that I will not run out 

of business and my customers will go somewhere else to buy. You know once they buy from 

someone the person will always like to treat them good and you will end up losing the client". 

From the above, it can be proven that competition is a pool that draws business owners into 

using different strategies to up their businesses. This strategy can be seen in the form of a 

business model. It is necessary that every business owner derives a strategy that enables them 

succeed in the competitive business environment. Hence business owners should try as much 

as possible to use their respective strategy to beat the competition that has taken over the 

business world. 

► Economic situation 

Every country has one economic problem or another. The same goes to every business owner. 

The economic situation refers in this aspect is in the form of inflation. Inflation is a general 

trend that affects all businesses and even individuals. It refers to challenges businesses 

expereince during their business activities. For example, one of the CodeSABO38 participants 

suggests"that the prices of purchasing my goods have gone up. I have to put small profit just to 

sell my goods after buying because it is no longer the quantity I buy before I buy today. If I go to 

the market with all the money I made, I end up buying few items because I cannot buy the way I 

use to". Participant CodeSABO40 also concurred by saying "I don't know what to say it's just 

that these days when a client come to your shop for you to sew for them, they always think you 

are expensive but they don't know it's not us but the price of the materials we use to work with 

has gone up. In fact business is no longer sweet the way it used to". In relation to this 

Kalaitzoglou and Durgheu (2016:415) suggest that a deeper financial system is a pre-condition 
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for economic growth because it reduces transaction costs and accelerates trading. During the 

cause of transitions, it is usually not the prices of goods purchased today that one would also 

purchase tomorrow. Seeing that our choices change every day and that the business owners 

need to satisfy their customers, it becomes imperative for these business owners to feel that 

the change in economy affects their ability to buy and sell their products. Again Kalaitzoglou 

and Durgheu (2016: 415) argue this by saying that economic growth requires more intense 

trading and thus a deeper financial system. A CodeFBO08 voiced that"he always remained focus 

in his goals but that business is tough but it is not always, sometimes it's good, sometimes it's 

bad but the point is that we all need to endure the situation as it is not always". CodeFBO08 

further add that as a business owner,"the desire to make it in business is the ability for you to 

remain focus to achieve your goal". Thus if one needs to succeed in todays' business, there 

must be the willingness to face and adapt to various challenges. Even the people one meet can 

also become a hindrance to one's success. Therefore, every business person must have the will 

power to overcome any challenges. However, it can be observed that a change in the economic 

situation or even prices of commodities affects the buying and selling power of a business 

owner. This buying power then transcends to the selling power which results to changes in the 

expected profit. As a result business owners must always accept changes that they have no 

control over. 

► Lack of funding or Access to credit 

According to Agwa-Ejon and Mbohwa (2015:521) credit access for SMMEs in South Africa is 

relatively difficult for the informal sector (second economy) compared to the formal sector 

(first economy). Many SM Es operators believed that lack of fund has hindered their inability to 

grow their business. The fact that foreign and South African business owners identified the lack 

of fund indicates that it is a trending issue to deal with. As suggested by Agwa-Ejon and 

Mbohwa (2015:521) that the current trend in South Africa is that credit is being tightened 

everywhere as banks tend to take precautionary measures against financial transactions. 

Businesses therefore find it very hard to survive. This result in increased lay offs and closures 

which affect the anticipated growth rate considerably Agwa-Ejon and Mbohwa (2015:521). 

Business owners needs financial assistant to grow their business. As one of the CodeSABO41 
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adds that, "/ wish that the government can provide avenue to help us with funding. If I can get 

RlO, 000, and then pay it for 6 months I will grow my business. For as it is I am using my social 

grant which is nothing. I have been in this business since 1979, so there is no going back. All I 

need is support". In this regard, Adisa, Abdulraheem and Mordi (2014:6) stated that the 

problem of funding is one of biggest challenge facing entrepreneurs. They add that most 

entrepreneurs' business ideas are aborted at conception due to lack of funding and that if they 

decide to obtain a loan from the bank, the bank will demand for collateral which they also do 

not have. Besides their opinion, Mambula (2002), Kennedy and Tennent (2006) and Moses and 

Adebisi (2013) contend that lack of access to funding is connected with rigid financial policies 

and bank practices which place collaterals as major requirement for securing bank loans, thus 

making small businesses suffer what is called financial illusion. Sometimes it could be the fear 

of funding requirements that hinders business owners from obtaining funds. Like the 

CodeFBO0l, CodeFBO06, CodeFBO08, CodeFBO12, CodeFBO13 and CodeFBO29 suggests that 

they find it difficult to access fund. CodeFBO12 specifically quote "that it is because I am a 

foreigner that is why I don't even think of going to any of these place like bank to get a loan". 

CodeFBO08 add that "banks will require too much paper work from you especially when you are 

using other permit that is not business permit". Besides their opinion, another CodeSABO38 add 

that even if"/ can't get bank loan, I can use other private lenders like the loan sharks to get loan 

but they charge a lot of interest". So that is the problem am having". It may be inferred from 

the DTI (2013:23) that the use of both formal and informal credits and loans agencies are low 

among small business owners surveyed, suggesting that high risk is associated with these 

categories of debt. This proves that the foreign and South African business owners struggle to 

access funds because of fear of failure or even inability to pay back. They are of the belief that if 

they access these funds, they might not be able to keep to the requirements thereby putting 

themselves and their businesses in jeopardy. This has caused many of the small business 

owners' the inability to progress and grow because of fear of accomplishing this agreement. 

Heilbrunn and Kushnirovich (2007:360) posit that lack of financial capital is the main problem of 

all entrepreneurs (immigrants and indigenous entrepreneurs). This obstacle is perceived as 

particular for immigrant entrepreneurs' both by scientists and by immigrant entrepreneurs 
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themselves, but it is not specific Heilbrunn and Kushnirovich (2007:360). The understanding and 

mapping of problems should have an impact upon the considerations and decision-making 

processes of government agencies dealing with immigrant policy issues at various levels 

Heilbrunn and Kushnirovich (2007:360). Nonetheless, there is need to put policy that can guide 

business owners into obtaining funds to enable them grow their business. 

► Lack of government support 

Sometimes government decisions may seem to affect the running of the small businesses. With 

the global economic melt down, many small businesses are positively affected with many of 

these government policies such as high increase in tax rate, business registration permit, import 

and export policies, investment policy, training, loan and many more. Many business owners 

have become disappointed with too many of these government laws and policies, and this has 

affected the level of their business confidences. One of the CodeSABO39 and CodeSABO52 

"said it's a pity that the government doesn't recognize us the small business owners yet 

everyday they said that it is the small businesses that generate employment. Is it by charging 

tax that they help us or by giving us loan? The tax I pay every month is a lot and I still have a lot 

of bills to pay.I am tired of our government especially with their promises". Another of the 

CodeFBO07 and CodeFBO08 are of the same opinion that "even as we run a recruitment 

company, they still struggle to send some of their employers for training even as a registered 

agency they still struggle to access these opportunities". However, Cassim, Soni and Karodia 

(2014:34) posit that the South African government has since the birth of democracy recognized 

the importance of supporting a needy environment for the creation and growth of small 

businesses. Proving this is the launch on a variety of new support measures and initiatives for 

small businesses in the economy (Roggerson, 2004). With the creation of the Integrated 

Strategy on the Promotion of Entrepreneurship and Small Enterprises (DTI, 2007) that aims to 

foster a more enabling environment for the development of entrepreneurship and small 

businesses. Besides these support by the South African government, many small business 

believe that the accessibility of these benefits have not been seen. Since the importance of the 

strategy was on "improving access to small business support and information, strengthening 

small business advocacy, delivering effective service and monitoring impact" (DTI, 2007:5) and 
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Cassim et al. (2014:34), there is need that information on the strategy on how to access these 

government support should be made available to the existing and intending business owners. 

By so doing much positive impact on small businesses is felt. 

► Poor management skills 

The lack of managerial experience and skills are the main reasons why new businesses fail 

Fatoki and Garwe (2010:732). Many business owners, lack sufficient managerial knowledge and 

skills to run their business. Even those who believed they have the right skills still fall short in 

one knowledge area or another for example assuming a customer who has received a service 

from a hair dresser came complaining that the hair product you in making their hair was an 

inferior product and demanded back her money. As a business owner, you need to have the 

right kind of skill to be able to handle such issues or situation in order not to result to further 

problems. It is not enough for one to have the basic skills of buying and selling but also to have 

sufficient knowledge that could be used for problem solving in the event like that described 

above. Temitope et al. (2013:1402) voiced that acquiring education is in two dimensions: formal 

and informal. Moreover, the knowledge from the two forms of education can be blended 

together to give customers satisfaction in the business. According to CodeFBO04, "/ didn't finish 

my school, I only did standard 6. I started doing business from home". Another CodeFBOlO also 

said, "It's only people who have money go to school, I don't have time for it". One of the 

CodeSAB36 adds that, "/ feel bad that I didn't finish my matric, I got pregnant and I was feed up 

of school so I left". The other CodeFBO04 add that "/ did not complete my standard 12 because 

things were very tough for us back home. We struggled to survive, so I decided to travel abroad 

for help". In the same note CodeFBO19 also add by saying, "/ did my standard 7 and decide to 

travel abroad because of hardship I experience in the family and nobody was willing to help 

me". In this regard, Fatoki and Garwe (2010:732) and Herrington and Wood (2003) point out 

that lack of education and training has reduced management capacity for new businesses in 

South Africa. That is one of the reasons there is a low level of entrepreneurial creation and high 

failure rate of new businesses in South Africa. Business is not all about having the ideas, one 

need to be grounded with knowledge in order to become a successful entrepreneur or business 

owner. Temitope et al. (2013:1402) suggests that government must intensified efforts to 
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ensure that they introduce entrepreneurial as a compulsory course at all level of the 

educational system while putting all apparatus in place for effective functioning of technical 

and vocational schools in the state where pupil can be trained with various skills. To achieve 

this, there is need that government must set a requirement for all registered business owners 

that they are required by law to have certain basic skills in order to qualify as a business owner. 

In this way it will not only drive the business owners into acquiring more business skills to 

support their business but also help reduced the illiteracy level in the country. Nonetheless, 

Cooney (2012:1), Davidsson, Delmar and Wiklund (2006:21) and Henry, Hill and Leitch (2003) 

contend that it is not well-recognized that education and training opportunities play a key role 

in cultivating future entrepreneurs and in developing the abilities of existing entrepreneurs to 

grow their business to greater levels of success. But that the aim of entrepreneurship education 

and training should be to 'develop entrepreneurial capacities and mindsets' that benefit 

economies by fostering creativity, innovation and self-employment Davidsson et al. (2006:21) . 

However, many business owners fall short of developing their mindset in order to help enhance 

their entrepreneurial and managerial skills, they are only concerned about the process of inflow 

of money for their business. The discussion on challenges also spare from different angles, from 

the foreign perspectives and South African perspectives. 

6.6.1.2 Different opinions on challenges experienced by foreign business owners 

Beside the common themes that emerge from the data, there were other challenges the 

foreign business owners highlighted that are discussed. 

► Economic situation in the form of rental policy and valuation of currency 

Foreign business owners have also felt the impact of economic situation on various dimensions. 

Being a foreign national does not deprive one access to the basic needs. From their 

perspectives; they observed that the cost of rental is their worry. CodeFBOlO said that "since 

business is slow, it is difficult for me to maintain the cost of rental". According to him, "every 

year, these shop owners increase their rental without even knowing if we are making enough 

sales. They will only tell you a month before that the interest rate on properties is high, so they 
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need to pay up and increase their rental fees otherwise they will lose the property. The rent 

owners are not even worried whether business is moving or not may be because they see us as 

foreigners, they believe we don't know the law. It's just that if you have grown your business, it 

is difficult to move somewhere else to start again". CodeFBO22 also add that "business is 

though, it's not like you start a business and start making money immediately. There are times 

when sales are low, we can't even afford to pay for full rent but after few days, we pay up. 

Sometimes we could not make up to the budget for the month, but we still remain focus". 

However, the will power and the desire to stay firm and push have kept many business owners 

going. 

On the other hand, CodeFBO26 suggest that business is tough now because of the "value of 

currency".CodeFBO02 said, "I buy my goods from overseas and the exchange rate here is high. If 

I change the Rand to dollars it cost me a lot but then when I travel to China to buy my goods, I 

will be a little bit released because that's where I cover up the high exchange rate I do". It is 

indeed necessary that every business owner foreign or local should always be willing to accept 

any form of changes that occurs during their cause of their business activities thus at one stage 

or another every business owner experiences some setback. It is this set back that strengthen 

their ability to grow their business hence if they are able to overcome this known challenges 

then they can adapt to any economic situation they find themselves. As noted before since the 

economic situation is a global problem, there is need that every business irrespective of foreign 

or South Africa should be able to stabilize and endure every situation they experience and opt 

for a way out. 

► Xenophobia 

Another important challenges experienced by the foreign business owners is xenophobic 

attack. This attack is usually aimed at the foreign business owners. Xenophobia as the name 

implies is the fear or hatred of foreigner or strangers; it is embodied in discriminatory attitudes 

and behaviour, and often culminates in violence, abuses of all types, and exhibitions of hatred 

Solomon and Kosaka (2014:5) and Mogekwu (2005:7). This attitudes and behaviour is as a 

result of one party been seen as a better party than the other. This follows from the fact that 
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the local resident always feels that the foreign individuals are doing better business than them 

and as such they decide to attack them in this regard. From the CodeFBO13, CodeBFO15, 

CodeBFO19, CodeBFO26, CodeBFO33, it was emerged that the ongoing looting and violence 

they experience has become of great concern because of the area where their business is 

located. According to CodeBFO33, 11
/ want to open up my shop there in Volsrorus but seeing the 

attacks on the foreign nationals, I decided to remain here. I have gone there and I saw that my 

type of business is scares, I was pushed to open up the business there but with the recent attack 

on foreign shops I decided to withdraw. I don't hear the language". One of my brother's shops 

was set ablaze few years ago as a result of that. I thank God he didn't die". Nevertheless, if 

proper measures are put in place to curb the attack and to deal decisively with anyone who is 

found portraying this act, the country will become a xenophobic free zone and people not only 

foreign business owners but the locals will then be able to invest and this will create more 

employment opportunities. In addition, a study conducted in Gauteng by Palmary (2004:5) 

indicated that small, medium and micro enterprise (SMMEs) and hawking operations create an 

average of three jobs per business, which directly challenge the view that foreign nationals, 

particular street trades, reduce the number of jobs available for South Africans. However, not 

all South Africans have the wrong perceptions on these foreign nationals. Therefore, it is 

necessary to look into the problems that bring about xenophobic attack in order to encourage 

more business owners opportunity to invest. 

► Immigration policy 

Seemingly, majority of the foreign business identified immigration policy as being one of their 

biggest challenges. According to CodeFBO30, "the immigration policy of this South African 

economy is not favourable at all". CodeFBO30 further add that "Since I came to this country I 

have been renewing my paper. I have stayed here for six (6) years and yet they haven't even try 

to give me residence permit". CodeFBO04 also concurred that "there are too many requirements 

needed by the department of Home Affairs, in fact let me be honest with you it is not easy for a 

foreign national to acquire his stay in this country". CodeFBO13 also add by saying "it is difficult 

to renew paper now". The country has changed very well for you to renew your paper, you must 

be ready to spend money through agent", CodeBFO27 said, "am using a business permit and it's 
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about to expire and I don't know what to do because if you go to home affairs they will ask you 

this ask you this and that and if you don't get everything they want they won't listen to you, this 

is challenging to me because I have not been able to focus on my business". Many foreign 

business operators feel that the immigration policy in South Africa has become a difficult issue 

for them to cope with. On the contrary, CodeFBO29 add that "/ deal more on importation and 

sometimes I have this immigration like inspection on my goods. This takes me a lot of time 

because of many paper works and testing they need to do. One container of food can even take 

me three to four weeks to be cleared". He added that this "process takes a lot of time especially 

if the container has variety of food items inside". It is therefore necessary that government 

should intervene to help alleviate the burden felt by theses foreign business owners as they 

play part towards economic development of the country. Thus there should be a need to create 

policy that can unburden the business owner's access to their permit. 

► Selling goods on credit to customers 

Selling goods on credit to customers is not a good way of doing business. The foreign business 

owners pointed out that they give too many credits to their customers and it has negatively 

affected the way they grow their business. Many at times people think that allowing customers 

access to credit actually makes one retain their customers. From the data obtained, CodeFBO09 

suggests that "/ use to give my customers credit even though I record it but now I can see they 

are not paying back". As a business owner, one should be rigid in terms of certain decisions 

taken to see that their business grows. It is not by allowing the customers access to buy goods 

on credit that one builds their business rather it is a way of winding up a business. Day in day 

out business owners seeks for financial support and help to grow their business whereas others 

think giving away goods on credit is actually a way to build the business. Every business owner 

foreign or local should always be mindful of the favour they accord or grant their customers for 

the sake of building business relationships. 
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6.6.1.3 Different opinions on challenges experienced by South African business owners 

From the codes obtained, it was again seen that there were peculiar challenges that the South 

African business owners encountered. These challenges are discussed below: 

► Trade union 

It may be observed from the South African business owners that trade unions are one of the 

fundamental challenges they expereince as business owners. The fact that business owners 

require to unionize their business operation is not enough for business owners to complain. 

CodeSABO40 suggests that "the union is a problem I have because every time they come up with 

this and that and the next thing they will say your dues are not complete" whereas CodeSABOSS 

add that "I wonder if it's necessary for us small business owners to belong to a union cos I 

haven't seen anything they do. I still believe that it is a challenge because they rip you off your 

money". From the researcher point of view, business owners need to be associated with a trade 

union for the sake of pursuing a collective goals and representing the interest of their people. 

However, some South African business owners have perceived this to negatively affect their 

performances because of the monthly service fees. In China for example, Clarke {2010:216) 

posit that unions in China play a vibrant role in that they assist in fulfilling production plans, 

maintaining social peace, resolving individual grievances, resolving workers' personal and family 

problems, organising entertainment events and so on. This means that the impact of trade 

unions by some South African business owners has not been felt . Thus there is need that trade 

union leaders should endeavor to create awareness to the business owners so that they can see 

the impact that trade union can bring to their business. 

► Too many foreigner into the country 

Surprisingly, some South African business owners suggested that the presence of so many 

foreigners in the country is seen as a threat to their business. The fact that there is no formal 

job does not make the environment filled with several businesses. CodeSABO42 is of the 

opinion that "many of these foreign nationals have occupied every line of business I intend to 

do, the moment I decide to run one type of business and the area I see a lot of foreigners doing 

the same business". The other CodeSABOSl also suggests "that foreigners are taking their jobs, 
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they are everywhere. Here in town for example all these people around me are fore igners from 

Pakistan. I cannot do their type of business because who will buy from me". Nevertheless, it is 

surprising to know that some South African business owners feel the presence of foreigners 

around the city has pose a negative impact for their business. They fail to realize that business 

is what you make of it, as long as you are able to apply the right strategy and model, you will 

surely succeed. 

► Differentiating business capital from personal money 

The abil ity to differentiate business capital from personal money has been identified by few of 

the participants. It is interesting to know what this participant thinks about this aspect as a 

challenge. And as such CodeSAB044 suggests that "her biggest challenge is the fact that she 

combines her business capital with her personal money. Many at times a member of my family 

will require assistance like my sisters because they are not working, I help them with the money 

I made from my business although my business is still growing. I buy good on credit to pay when 

I finish selling leaving me with very little profit or nothing sometimes nothing". Again, another 

CodeSAB048 add that "once there is a continuous sale from my business I don't even think of 

separating my profit from my capital. Sometimes I use all the money I made to stock goods and 

other times I spend some of it. I always believe that as a business man, I will always make 

sales". Another CodeSABOS6 also has this to say that "the problem I have is that whenever any 

of my family member wants to make their hair, I always help them with my hair piece. There is 

no need for me having a business and not supporting my family. Of what use will it be if I don't 

help them. I buy the hair piece from different places and sometimes I buy it at a reduced price 

and I make profit from it". From the above, it may be deduced that some of the business 

owners have similar challenges, not only the South African business owners. Like the participant 

who believed that as a business person, one will always sell their product. They have failed to 

realise that for one to run a successful business, there is need to keep account of every 

proceeds made from the business in order to differentiate what goes into grow the business 

and what could be used for personal problem. 
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6.6.2 Reasons for starting a business 

There are various reasons as to why a person starts a business. From the open-coding, it 

emerged that there are several common factors that drives a person to start a business. The 

other factors as identified by foreign and South African business owners were also possible 

themes that were obtained from the interview conducted. The themes of the common factors 

are discussed followed by the foreign and South African business owner's reasons. 

► Unemployment 

The alarming rate of unemployment all over the world is disturbing as many people engage 

themselves in small businesses. As more and more people source for formal jobs others source 

for informal opportunity to alleviate themselves for their poor living condition. According to 

Osinubi (2005:253) the concept of unemployment is seen as any factor of production that 

applies to labour as a factor of production. That is to say the state of "joblessness" . People who 

believe they are jobless that is in the formal sense, get engaged in an informal way thereby 

creating jobs for themselves. On the other hand Ozier (2007:489) add that unemployment is 

very high in rural areas, highlighting not only the lack of economic activity in former homelands, 

but also the fact that unemployment individuals stay in or move back to rural area to attach 

themselves to households with adequate public or private support. Many individuals who are 

living with in the rural area Gauteng for example attached themselves to one form of trade or 

another. According to CodeFBO13, "getting a job here in South Africa is difficult; I have tried 

and didn't succeed". Another CodeFBOl 7 said that ''for 2 years I have been applying for a job 

since I came in the country, all the places I applied no single company has called me for 

interview. So I decided to open up my business". CodeSABO46 also voiced out her concern 

saying, "Am a school dropout and it's difficult to get a job if you don't know anyone, so I started 

this business". While the CodeSABO37 voiced out that "after seeing that things are though, I 

decided to learn from someone I know how to make hair and nails and then I start my own 

business". Whereas CodeSABO45 said"/ just opened the business and started running it because 

of the lack of unemployment". However, Agwa-Ejon and Mbohwa (2015:521) add that SMMEs 

contribute to socio-economic development of a nation by creating employment and thus can 

play a vital role in achieving the vision 2030 of the National Development Plan (NOP) to reduce 
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the employment to 6% through the creation of about 90% jobs in small and expanding firms. 

From the participant' s point of view, they are of the belief that they engaged themselves into 

starting a business because they cannot get a formal job. The only opportunity left for them is 

to start a business. 

► Survival 

Surviving in today's world has become a nightmare for some individuals because of the difficult 

economic situations around the globe. People are no longer waiting to be slaves of their 

neighbours, friends or relatives rather get themselves· engaged in one form of business or 

another. CodeSABO38 highlighted that "/ don't want to blame anyone for not helping me; 

people have their own issues so I have to start selling these vegetables for survival". CodeFB009 

said that "/ started this business because I have to survive". . Another CodeFBO06 suggests 

that"as a business owner, sometimes I feel like closing up my business but when I look around 

and ask himself if I close this business what will I do, it will keep my spirit going again and 

endure the situation". With the alarming rate of poverty in the country, people needed to get 

themselves one form of activity to do in order for them to survive as well as prevent getting 

mixed up or engaged in crime. 

► Independence 

The desire, to remain independent has driven a lot of people into starting a business. People do 

not want to be controlled or told what to do especially in their place of work. Plath (2008:1354) 

adds that a conceptual analysis of independence is that all people young and old are dependent 

on each other through a variety of social systems in order for physical and emotional needs to 

be met. According to CodeFBO18, "/ have all the necessary skills I need to start a business why 

should I work for someone. I have a small business back home and my brother who resides in 

South Africa has been doing business here, it's like in the family. All I did was to spend some 

time with him so as to learn the environment and how to operate with the people around. I am 

happy doing business, I am my own boss and I enjoy every bit of it" . In addition, CodeFBO30 also 

point out that "/ have been doing business from home. It's like I am born with it. I did not open 

my business because of unemployment but because I need self-independence and I have this 
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type of business at home. So I decide to open up one here in South Africa. I am happy that am 

doing what I like". Plath (2008:1354) presumes that independence is associated with notions of 

freedom, choice, self-determination and empowerment. This proves that independence is the 

ability for one to be separated from others. Majority of the business owners decide to be 

socially exclusive on their own. They choose to be their own boss, make their decisions and plan 

their time alone. 

► Poverty 

The incidence of poverty has been increasing significantly for many years (Osinubi, 2005:249). 

People get engage in small business activities for the same reasons they attached 

unemployment. People experience different issues in their day to day living. All countries are 

known to be in poverty and many people living in it experience very poor living conditions. Like 

Osinubi (2005:250) said that poverty is a world-wide problem that plagues over one billion 

people in the world. People living in the country then decide to elevate themselves from their 

poor living conditions by engaging in small businesses. It is this small business that help cater 

for their needs making it possible for them to survive. Cheru (2001:501) voiced that poverty in 

South Africa is intertwined with a host of social and economic issues. He add that the burden of 

poverty in South Africa is exacerbated by limited access to basic services, poor housing, limited 

employment opportunities and inadequate infrastructure, which are an outcome of the terrible 

legacies of apartheid. People who start small businesses do so because they want to alleviate 

themselves from the burden of poverty in South Africa. As a result they embark on small scale 

businesses. 

► Support my family 

Starting a business does not necessarily mean that one does not have a job. One can engage in 

small business in order to provide extra support for the family. CodeSAB044 add that "I am a 

teacher, my business is over 10 years and I do it just to support my family". From CodeFBO26, "/ 

just do this business to earn extra money, like supporting my family, paying my bills and other 

things". Many at times, people who are engaged in a formal job start a business because they 

feel they do not earn enough money that can sustain them or maybe they have so many 
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responsibilities to carter for. Others who are in the informal sector may also have the same 

opinion especially taking care of their loved ones. Whatever the case maybe, people who are 

engaged in small scale businesses do so because of one reason or another. 

6.6.2.1 Different opinions experienced by the foreign business owners 

Besides the common themes discussed above, there are other certain individual reasons stated 

by the foreign business owners for starting a business in South Africa. 

► Professionalism 

Being professional simply means that one is good at what he/she is doing. Many people who 

start a business are professional in that they have acquires their basic education and training 

and then decide to open up the business. CodeFB014 add that "/ am a graduate of political 

sciences from my country due to instability of the government; I decided to find my way and 

ended up here in South Africa. But when I came here 3 years ago to be precise 2013, it wasn't 

easy, I regretted the movement though but I was lucky to finally meet someone from my village 

after much struggling to get a job who was into second hand clothing. I then decided to stay 

with him to master the clothing business for six months. That was how I ended up having my 

own second hand clothes shop to make a living. Today I can feed myself and my family". 

Another foreign business owner adds that "I studied computer science back from my country 

and when I came here I worked for few year and decide to start my computer center, I really 

enjoyed what am doing". Many people who start business did not do that because of 

unemployment or even poverty but because they believe in themselves and what they can 

create instead of working for someone else. 

► A gap in the Market Area and Demandable 

Several business owners where asked why they decided to start this particular business. They 

ended up saying it is because of the gap in the society. That means in a business environment 

when people in one location sells different or sometimes similar items, it may imply that there 

are demand of that product or that they need to sell variety of goods in order to attract 

customers arised. CodeFB016 add that "/ started this groceries business here because the big 
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malls are far from where the people live. I want to help them especially when they are coming 

back from work, the shops must have close". The other CodeFBO20 said that "/ started this 

business because people will always come and ask me if I have this or that so I decided to open 

this section". Be it as it is, people who start a business have seen a gap in the market area 

especially those with good business ideas. They embark on various types of trade where they 

felt are in regular or high demand. However, there is need that intended business owners need 

to do a market analysis in the area where they want to invest before starting the business. This 

will help them channel their resources in the right place thereby successfully nourishing and 

growing their business. 

► Personality trait 

Personality trait can be viewed in form of skills one poses that enables them to run their 

business activity successfully. Roberts and Mroczek {2008:31) define personality trait as the 

relatively enduring patterns of thoughts, feelings and behaviours that distinguish individuals 

from one another. Some of the foreign business owners believe they are born to do business. 

CodeFBO08 suggest that, "/ have been doing business right from childhood and my mother use 

to leave me in her shop then". Everybody has a unique personality. Utilizing ones personality 

can only be seen when it yield a positive impact to the business one under goes. Since Roberts 

and Mroczek {2008:31) contend that personality trait continue to change in adulthood and 

often into old age, people should develop their personality as soon as they realize they have 

certain skills that can be useful to them and that of the society. 

► Business knowledge and passion 

Business knowledge is simply the ability for one to make use of basic skills such as buying and 

selling. Simai {2003:305) posits that knowledge is not an ordinary "input factor". But that 

knowledge should be seen as a process itself. People think that having the basic knowledge of 

buying and selling is enough to starts a business. They believe that it is the only principle 

needed to successfully carry out business activities. To illustrate this, CodeFBO08 suggest that 

"even though I was helping my mother with her business, I was able to use what I learnt at 

school during that times to starts my own business". Nonetheless, there is more to starting a 
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. business than mere having the business knowledge. The other CodeFBO35 add that, "I started 

my business because I believe I can do business". Whereas the other foreign business owner 

said that "owing a business has ever been my passion, I did petty business while at the 

university, and because I am passionate about having my business, I didn't even boarder to look 

for job I just stated my own". It is pertinent to say that business owners should not only focus 

on their ability to run a business but also on the process itself. 

6.6.2.2 Different opinions experienced by the South African business owners 

► Succession from family 

The ability for a person to achieve or acquire something from a member of the family is often 

seen as succession. According to Sheang Lee, Hua Lim and Shi Lim (2003:658), family business 

tends to be succeeded by the family offspring which can be seen as succession. In a family 

where some of the members are into SMEs business, they tend to pass on the right of the 

business to a member of the family like an offspring to manage. Sometimes the succession can 

be as a ~esult of joint family business. Nevertheless, it does not matter whether the individual 

have the knowledge or not but as long as it's a member of the family. According to 

CodeSABO38 he suggests that "I didn't start this business myself, my parents are the ones, but 

they are tired so I have to take over' . Another CodeSABO40 also add that "I bought over this 

business from my father. He uses to run the business". While the other CodeSABO56 add that 

"my parents are old and cannot run around for this business so I have to take over". From this 

message obtained, it can be observed that some South Africa business owner started their 

business through a family member. According to Sheang Lee et al. (2003:658) family businesses 

are often highly idiosyncratic. Idiosyncratic is a form of human-specific assets that arises from 

learning by doing. Some of the business owners may at one time or another assist in running 

the business up until the time they are able to assume full responsibility. Be it as it is, ones 

there is determination to achieve success, one can start a business through the member of the 

family. 
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► Assist my community 

The need to assist a community arises from the fact that there is a gap that needs to be filled. In 

order to fill the gap, there is need to perform a need analysis in order to identify the specific 

area of the need. Community as we believe is a place where people live together, interact and 

act for a common goal. It is a place where by people associate with one another. As a business 

owner, it is necessary that the members of the community needs are satisfied. Jang, Olfman, 

Ko, Koh and Kim (2008:58) are of the opinion that a community consists of the personal and 

institutional relationships between the members, their interactions, the atmosphere, the 

evolution of individual and collective identities, and last but not the least, physical or virtual 

spaces for meeting. This means that people live together for a common goal. CodeSABO37 

suggests that he started a business "because the some of the people struggle to go to the mall". 

CodeSABO39 also viewed that "/ started the business because I need to help the people 

especially those that have close late from work and cannot find a place to buy their stuff". While 

CodeSABO47 add that "/ started this business because it's my place and I am familiar with the 

members of this area". The fact that every business owner has a reason to start a business has 

given many business owners opportunity to do so. People who run business have different 

reason to do that and as such there is need to acquire skills and knowledge that is needed to 

run a business. Therefore the individual should focus on that skill that is necessary and that will 

benefit the business activities. 

6.7 BUSINESS MODEL BUILDING BLOCKS 

Business models are the application of different set of activities used by various business 

owners in successful carrying out their day to day businesses. It is what enables an individual to 

determine the success and growth of their business. Morris et al. (2005:727), define business 

model as a concise representation of how an interrelated set of decision variables in the areas 

of venture strategy, architecture, and economics are addressed to create sustainable 

competitive advantage in defined markets. The decision variables referred her include: revenue 

sources, pricing methodologies, cost structures, margins, and expected volumes. Every business 
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has its decision variables and this decision variable is what determines how a firm makes 

money. It is up to the business owners to decide what variables are most suitable in carrying 

their business activities. From the data generated, several variables (themes) were obtained, 

and it will be discussed according to the common themes obtained by both foreign and South 

African business owners as well as the different themes that also emerged for the businesses. 

6.7.1 Value Creation 

Value creation is the set of activities used by business owners in spicing up their business. It is 

actually the ingredients used by the business owner in achieving his/her business objectives. 

Isom and Jarczyk {2009:4) argue that firm value is key drivers for business success. Their 

respective roles are vital in creating and improving goods and services, developing market 

demand, meeting market expectations, and increasing shareholders' wealth . The foreign and 

South African owners believe that creating value drives the business towards a competitive 

advantage. However, their value depends on their uniqueness and their various lines of 

businesses. As supported by Isom and Jarczky {2009:4) who state that each of us holds 

numerous values with varying degrees of importance. Thus the data obtained from the 

common themes as well as the different themes obtained from the foreign and South Africa 

business owners are discussed. 

► Friendly 

Being friendly in the place of business has a significant impact in that it brings about customers 

satisfaction. Business owners tend to create an atmosphere of friendliness in their business 

environment in order to satisfy the needs of the customer. CodeFBO03 said that, "when a 

customer comes to my shop, I greet the person with a smiling face". Another CodeFBO09 also 

add that "/ welcomed the client into my shop with a smile". Many a times it is the behaviour 

displayed by the business owners that will influence the decision of the customers. 

CodeSABO42 add that, "my face is always in a smiling mood whenever I see someone is coming 

into my shop" while the other said, "if you as a business owner don't show happiness to your 

customers, they will not be comfortable inside your shop". It is evident that friendliness is a way 
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of creating value to customers. Therefore it is apparent that friendliness brings about successful 

value creation for the business owners. 

► Setting good prices 

The price set by the business owners also has a role to play towards their customers. Prices are 

like a name tag one sets on their product and it is this name tag that will determine the choice 

of customers that values your products. Monroe (2003:8), Breidert, Hahsler and Reutterer 

(2006:22) and Obigbemi (2010:1) add that pricing decision is a crucial decision every 

organisation has to make, because this will eventually affect their corporate objectives, either 

directly or indirectly. Every product must be priced, but then it is how the prices are set and the 

reason behind setting those prices will determine the outcome of a good price. CodeSABO40 

suggests that "/ set my prices using the market value, so that I don't charge too much". 

CodeSABO44 add by saying, "for me to make my customers not to go elsewhere I use the law". 

Here the participant indicates that the pricing mechanism used for his business is that which is 

set by law. Another CodeFBO32 add that "/ have to compare the price of others" while 

CodeFBO33 joined by saying"/ am flexible in terms of setting prices as long as it is not below the 

price of the goods". While CodeFBO29 pointed out that "before I decided to open this internet 

cafe, I visited a lot of cyber cafe both from foreign owners and the South African owners. What I 

got from this visit enables me to fix my prices. He add that from the local internet cafe, they 

charges R13 to make photocopy and R12 for faxing and most foreign owners charge Rl for 

copies and R9 for faxing. I now decided to reduce my price in order to beat them". This 

according to him has brought a lot of clients for him. There is indication that using good pricing 

techniques brings about value creation. Fatoki and Garwe (2010:737) add that pricing decisions 

have to be considered carefully in order to beat competition as well as achieve lucrative profit 

margins. Despite each business owners using different pricing strategies to bring value to their 

business, it is important for them to consider cost minimization as well as profit maximisation in 

order not to over price their goods or even under price it too. 
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► Stock 

Stocking goods is a very important skill every business owner should possess. It does not matter 

whether the financies are available or not, but the need to make provision on how to stock or 

what to stock is necessary. Both foreign and South African business owners attach so much 

importance to stock. Having sufficient stock is essential to every business owner as it will enable 

them investe in order areas of the business. Olakunori (2005) and lkechukwu and PoweiDaubry 

(2012:68) suggests that stocks such as raw materials, parts, semi-finished goods, and finished 

goods are what a firm keeps in anticipation of demand for production purposes and/or to 

satisfy the needs of consumers. CodeFBO29 suggest that 11
/ stock my goods because I always 

buy it at a discounted rate from my distributor". Another CodeSABOSl add that 11
/ stock goods 

because I want to make profit" and CodeFBO34 also add that "because I buy my goods 

overseas, I have to stock in order to reduce the cost". Stocking goods has a lot to play especially 

to the business owners as it will determine how they sell their products in order to make profit. 

Some of them believed that in order to create value, they have to stock since their business is 

the assets they have, CodeFBO28 also add that "if I don't stock my goods, I will lose my 

customers to another person" while the other CodeFBO20 posit by saying, 11because I have 

other shops, I buy my good in stock so that I can save money and my time". CodeSABOSS also 

noted that "even though my business is growing I still buy enough depending on the money I 

made". Despite the fact that few South African business owners stock their goods, there are 

quite a number that do not adhere to stocking goods. Like CodeSAB043 that said "I don't like to 

stock because I won't be able to sell all of it". CodeSABO36 also add that "my business is still 

growing so I don't want to stock". Another CodeSABO48 also suggests that 11
/ don't stock 

because it's a waste of time, I buy and sell finish". It is apparent that quite a number of business 

owners buy goods in stock in order to create value for their business. They do this either to 

enable them save money and time and retain their clients or customers as well as to be able to 

grow their business. 

► Good quality 

Quality is another aspect that yields value to a business. Quality is the superiority attached to a 

product. According to CodeFBO12, 11
/ always make sure my good are quality so that I don't lose 
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my customers". The other CodeFBO27 add that "you know when people know you always sell 

quality things, they will always buy from you even thou its expensive". Another CodeFBO30 

suggests that "it's good to sell quality stuff to your customers". In addition CodeSABO39 

maintained that in creating value "/ make sure I sell quality things" and CodeSABO54 also add 

by saying, "if you don't give good service to my customers they won't come back". Nonetheless, 

all business owners ensure that they try as much as possible to sell quality items or even 

provide quality services to their customers. By so doing they are able to create value for their 

business. 

► Communication 

Communication is another aspect the business owners feel that brings value to their business. 

Since communication is the process of interaction, the business owners use it as a medium to 

channel their business. CodeSABO37 add that "/ communicate very well with my customers to 

make them happy". The other CodeFBO09 also said that "/ have to ask my customer nicely what 

they want" and the other CodeFBOlO suggests that "it's not good if customers enter your shop 

and you keep quite. You can always ask them "what they want". In communicating effectively 

with your customers, it create a good business atmosphere and enable the customers to ask 

questions when need be. It is evident that communication brings about value creation to a 

business owner. They utilize the process of communication to attract customers to always 

willing to buy form them. 

6. 7.1.1 Different opinions experienced by the foreign business owners 

► Lay-bye 

Lay-bye is a process whereby business owners allow customers to pay for good bit by bit. By so 

doing, the customer will first identify the goods they intend to buy, after which it will be 

registered by the business owner and the customer will then be asked to pay small amount in 

order to ensure that the goods is theirs. This is sometimes a way to encourage people to buy 

goods when they do not have sufficient money. The foreign business owners identified this as 
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one of the ways they use to create value for their business. As CodeFBO32 suggests that "/ 

always allow my customers to buy their goods and make a lay-bye". The other foreign 

participant CodeFBO33 also adds that "if my customers come to my shop and wants to buy 

something they like, they will ask me if they can pay small money for the goods to collect later. I 

usually allow them reason because I want to maintain the relationship I have with them". 

However, selling goods on lay-bye depends on a particular business owner as every individual 

have a way they create value to their business. But with few foreign business owners, they 

acknowledged that giving goods on lay-bye brings about value creation. 

► Giving goods on credit 

Giving goods on credit is also an act of creating value. However it is not all business owners that 

identified this theme as an avenue for value creation. Running a business requires one to earn 

and make profit but not in the form of giving goods on credit. As some of the foreign business 

owners identified this as a way for them to create value. CodeFBO21 suggests that "/ give my 

customers goods on credit especially those ones I know them and some of them are my long 

time customers". Another CodeFBO28 also add that "because of the nature of my business, 

sometimes I allow my customers to buy what they want and pay later. This will always make 

them to buy from me". While CodeFBO31 suggests that, "/ give credit to my customers 

especially those living within the vicinity of my business. I do this in order to maintain the 

relationship I have built with them for long time, although it does not happen all the time". 

Nonetheless many business owners deal with this aspect differently. Some will require you to 

give collateral while others will base it on trust. As Dludla (2014) posits that many foreign 

owned businesses provide credit to their customers and that these customers settle their 

accounts at the end of the month. This credit is provided without charging interest. However, 

credit without proper records or even a tangible assets and/or collateral is never a good way of 

succeeding in any small business, but with the foreign business owners, they believe that giving 

credit is a way to create a bond between them and their customers. 
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► Create streams to entice customers 

Creating streams to entice customers means that a business owner uses variety of ways to draw 

customers. Sometimes it might be that the particular business owner is having a sale or they 

are using percentage discount. CodeFB011 suggests that "if I see my goods have Jong over 

stayed in my shop, I start selling in percentage". CodeFBOl 7 add that "/ use different ways to 

draw customers but the one I like to use is sales. Most of the times my sales comes end of month 

because I know people have money then. In fact the more sales I make for the month, the more I 

cover my cost". Another CodeFB018 also suggests that if I want to create value I always do "buy 

one get one free". It is evident that there are varieties of ways to entice customers but 

depending on the one that best suits your kind of business one will be able to apply that as 

their business model. 

► Up-to-data with customer needs 

Being up-to-date with customer needs also helps a business owner to create value. It is simply a 

way by which the business owner prevents having insufficient stocks for their customers. 

CodeFB019 suggest that "when you come to my shop, I have most of the Nigerian foods people 

like. All I do is that when people ask me for one item, if I don't have it I make sure next time 

when am importing I will put it". The other CodeFB028 also add that "before my goods are 

finish, I make sure I have more than required. If I don't do that I might end up losing my 

customers". The other CodeFB033 add that "because I buy my goods from overseas, I make 

sure I import sufficient goods that can last". Moreover, as a business owner, there is always a 

need to stay up-to-date with your business in order not to lose out on your customers. Business 

owners should ensure they bridge the gap that will cause their customers going elsewhere to 

purchase their goods. 

6.7.2 Customer Satisfaction and Relationship 

Customer satisfactions are one of the most important elements a business owner required to 

keep his/her business going. It is the attitude displayed by the business owners that will 
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determine if the customers are happy, satisfied or not. For example, if customers are not 

satisfied, it will affect their relationship in the long-term and as such making the business owner 

lose their customers. Since competition is trending, many business owners try to create a good 

relationship that will put an end to their rival business. 

Customer satisfaction has been defined by various authors. For example, Cengiz {2010:76), 

Giese and Cote {2002:4) and Kotler {2003:61) presume that customer satisfactions are seen as 

those feelings of pleasure or disappointment, which a person experiences after "comparing a 

product's perceived performance (or outcome) in relation to his expectations". Business 

owners are always conscious of their customer's happiness and as a result they work towards 

satisfying their needs. It is absolutely necessary to ensure that customers receive satisfaction 

from the services they paid for. Below are the discussion obtained from both the foreign and 

South Africa business owners (common theme). 

► Good communication 

From the previous discussion on good communication, the business owners also mentioned 

that they always ensure they have good communication with their customers whenever they 

come to buy their products. As CodeSABO53 contend that "/ always smile at my customers 

whenever they enter my shop". Another CodeSABO57 also add that "whenever I have a client to 

attend to, the first thing I do is to welcome them". CodeFBO0l also mentioned that "let's say I 

have customers in my shop, I will ask them how I can help them". Another CodeFBOlO also add 

by saying "good communication is one way I create customer satisfaction. Apart from making 

sure the products I buy satisfy the need of the people. I also ask them the next they come to my 

shop if they are happy with that product". It is apparent that in creating a customer satisfaction 

and relationship there is need that business owners should create an atmosphere that will yield 

good and friengdly environment where customers can be free to request ask and interact with 

the business owners regarding their needs. 
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► Trust 

Trust is another element that yie lds customers satisfaction. As referred to by Kakeeto-Aelen, 

van Dalen, van den Herik, and van de Walle (2014:8), trust is a key construct in encouraging 

client retent ion and building successful relationships. Many business owners attest to this as a 

good way to reta in their customers. For example, CodeFBO24 suggests that "/ give my 

customers goods on credit because I trust them" CodeFBO30 also add that "some of my 

customers are like my brothers you know.Anytime they want something, I always give them and 

when they have the money they pay me". CodeSABO54 also has this to say that "some of my 

clients will come and ask me to make their hair that they will pay month end and I allow them", 

while the other suggests that "/ sometimes buy good on credit from my supplier and I always 

pay them back so that they can give me another one".CodeFBO31 attest to what CodeFBO30 

said that "/ give my customers goods on credit as a form of trust especially to the people I know 

and sometimes when the customer come and explain their situation I feel sorry for them and 

assist them". As I have noted, trust is an essential element to customer relationship . It is like 

rope that holds a relationship together, and whenever one of that rope cuts or breaks, the trust 

vanishes. 

► On time delivery 

It is necessary for business owners to deliver their goods on time if they want to retain their 

customers. Business owners who are at the habit of purchasing goods on t ime avoids 

procrastinate this makes them maintain good customer relationship. Customers' satisfaction 

arises when the services or goods delivered to them by the business owners are able to meet 

their needs. CodeFBO25 suggest that, "/ don't even wait for my good to finish before I order for 

another one". The other CodeFBO27 joined by saying "my shop is always full with different hair 

piece because I know completion is there" while CodeSABO49 add that "/wakeup early to go 

and stock my good before my customers start coming". One of the elements of being a 

successful business owner is the ability to deliver goods on time, especially goods that are 

presumed to be used dailys. 
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► Respect customers right 

A saying that goes "customers are always right" is true for some foreign and South African 

business owners. Rights are actions exhibited by either party to ensure that things work 

amicable. According to CodeFBO13, "in my shop I make sure the things I have there are as 

genuine as possible because I don't want a customer to always come and tell me I sold fake 

goods to them". The other CodeFBO19 said, "When customers buy something and they don't 

like it, I try to change it for them as long as they can prove it or if I know them as my 

customers". CodeSABOS0 add that "/ allow customers to make their choice so that they can be 

happy". CodeFBO31 said that "customers are the reason why am here, if they are happy am 

happy but not for them to abuse it, cos' I know some customers are terrible". Every individual 

either a business owners or customers has a right accorded to them. It all depends on how the 

persons concerns are able to deal with one another. The business owners' feels that in acting 

on customer's right, it will enable them build a long time relationship between the two parties. 

However, there are consequences that may arise as a result of this. 

► Humble 

As a business owner, your ability to remain humble in every situation has a lot to say. Dealing 

with variety of people, one would not like to portray a behaviour that chases customers away 

to other rival businesses. There is always need that business owners should be humble in 

dealing with customers. Humility plays a role towards satisfying customer's need. When a 

consumer approaches a particular shop and the business owner behaves in an abnormal way, it 

tells so much on the business owner and the consumer would not likely to repeat the visit 

rather they approach other rival business. According to CodeSABO54 "the approach I give my 

customers always makes them come back" another CodeFBO33 said that "/ teach my workers to 

always meet a customer they see enter our shop for assistance". It is apparent that business 

owners should remain humble in dealing with the customers as this has so much impact on 

their relationship. When a customer approaches a shop and the business owners are 

responsive, it generates a form of lasting relationship that will always make the customer to go 

back to the shop. 
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6.7.2.1 Different opinions experienced by foreign business owners 

Apart from the fact that foreign and South African business owners have commonalities, there 

are other aspects that were obtained from the foreign business owners which is discussed as 

follows: 

► Discount prices 

The foreign business owners maintained that another way they create customers relationship is 

by allowing their customers to buy goods at a reduced price. Foreign business owners are of the 

view that selling at reduced price gives them an edge to other businesses. That is to say they 

give discount on their goods occasionally. Price discounting is a key assets to attracting 

customers. With price discount, customers will always buy your product and at the same time 

refer others to you. According Liedeman et al. (2013:9), the success of foreign businesses has 

been achieved through the careful positioning of businesses to operate within a spatial niche, 

wrestling the local market from existing stores through the use of price discounting to drive out 

competitors. In support of this, Moloi (2014:28) said that foreign business owners were cheaper 

and they clearly used price discounting as a strategy to capture the market from existing stores. 

A good example is CodeFBO08 who gave a clear indication how he use cheaper prices to attract 

his customer. "As a supplier, I am current with my importation of goods except where there is 

delay from the customs. I then make sure that all my customers receive their goods as soon as 

possible. This has made me to import more goods since my customers buy in quantity, I will now 

sell it to them at a reduced price before they and sell.CodeFBO11 suggests that "because I buy 

my goods in bulk, I allow my customers to negotiate to a certain level, before I give them a 

discount". CodeFBO25 also add that "If my customers ask me for a discount I try as much as I 

can to help them reduce the price but to the value of the product". While CodeFBO22 said that 

"sometimes my customers' buy goods in stock I discount for them". The foreign business owners 

are of the opinion that with discount, they are able to gain the confidence of their customers 

and as such they try as much as possible to see that they have sufficient goods. 
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► Need analysis 

As a business owner, it is always good to perform a need analysis for your business. This will 

enable you channel your resources to that lucrative aspect of the business. CodeFBO20 suggest 

that "for me to buy these cloths, I try to check what is trending and stock my shop with it". 

Another CodeFBO29 said, "What makes me a good business man is that "I suggest styles for my 

customers when they come to sew" while the other CodeFBO32 add that"/ don't want to waste 

my money buying things that my customers will not like.Because I deal with cloths, I import 

regular in order to stay up-to-date with the fashion industry". CodeFBO34 also add that 

"whenever I see one or two people wearing a particular identity, I try as much as possible to 

stock it". Every business owner need to perform need analysis in order not to waste 

unnecessary resources to things that will not yield profit. As a way of creating customer 

satisfaction, foreign business owners posit that since they perform need analysis, they are able 

to reduce the cost of other unnecessary expenses they incur and channel the resources to 

somewhere important. 

► Access to credit 

As been discussed earlier, access to credit has been identified by the foreign business owners as 

a way they create customer satisfaction. Foreign business owners usually give their long time 

customers goods on credit that pays every time they get paid or they get their salaries. Like 

CodeFBO21 that said, 11
/ give my customers goods on credit especially the ones I have known a 

long time". Another of the foreign business owner CodeFBO28 also adds that "because of the 

nature of my business, sometimes I allow my customers to buy what they want and pay later. 

This will always make them maintain their relationship with me". In order words, allowing the 

customers access to credit has enabled the business owners to maintain a long friendly 

relationship with their customers and they are always hopeful that the customers will always 

come to buy goods from them. 
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6.7.3. Communication Process 

Communication is the process through which individuals are able to understand one another. 

As identified earlier, the business owner uses communication to create value in their business 

environment. Wok and Hashim (2013:106) contend that communication can have direct and 

indirect effects on team and organizational performance. They further add that interactions 

and relationships in the workplace are influenced by numerous individual differences in 

communication, and these have been found to affect co-workers' satisfaction and productivity. 

Business owners try as much as possible to maintain a good working interaction with their 

customers in such a way that they will build a lasting relationship. Below are discussions 

obtained from the common theme on how business owners uses communication process in 

their day to day activities to grow their business. 

► Good communication 

As communication is to building block, it also builds a relationship between business owner and 

their customers. Having a good communication help the business owners in dealing with their 

day-to-day activities. As CodeSABO43 maintains that "having a good communication help me 

serve my customers well" and CodeFBO25 also add that "every customer that enters my shop, I 

have to ask them what they want". In dealing with customers, there is need to have a good 

working communication that makes it easy to interact effectively with customers this will 

enable the business owner or service provider to know when there is a problem in regards to 

the goods or services rendered. Every business owner desire to obtain more profit as well as 

grow their business, therefore there is need that they maintain good relationship amongst their 

customers in order to satisfy their needs. This wil also encourage a long time relationship as 

well as attracting more customers to their business. 

► Friendliness 

In a business environment it is necessary to create a friendly environment that will bring about 

good customer relationship. Customers relate well with the business owner when the 

atmosphere is conducive to transact business. CodeSABO41 suggest that "I am always friendly 

to my clients" and CodeSABO47 also attest that "most of my customers are my friend so 

389 I Page 



communicating with them is not a problem". Another CodeFBOll add that "communication is 

something I don't play with because it helps my customers always wanting to shop from me". It 

is well known fact that being friendly to your customers brings about an effective 

communication. The business owners should always ensure that the attitude they portray in 

their place of transaction yeilds a positive atmosphere that will bring more customers. 

6.7.3.1 Different opinions experienced by foreign business owners 

Apart from the common themes generated, the foreign business owners also identified other 

themes that enable them communicate effectively with their customers, such as: 

► Effective networking 

The ability to network effectively also leads to good communication. As foreign business 

owners believed that networking enhances their ability to transact business. It also helps them 

grow the business too. Being in a foreign country, have enable them join a social group to 

identify themselves. It has also made them obtain importance skills that enables them adapt to 

their new enviroment. Network is a way of bridging the gap between the foreign business 

owners and their understanding of regulations and culture of the natives. For example, 

Saxenian (2002:184) add that some of the Chinese and Indian business associations give 

seminar on language, negotiation and stress management. Foreigners who do not understand 

the local language can be helped by organizing classes or seminars that will gear them into 

communicating effectively while in the country. By so doing they would able to communicate to 

their customers. CodeFBO24 add that "I sometimes refer my customers to where they will by 

goods that I don't sell" and CodeFBO30 attest to this by saying, "there is this group of people 

that help one another and I have some friends there. My friend always direct me to places she 

buys her products at reasonable price". Network has played a significant role in many 

businesses. CodeFBO36 said that "my friend always help sell my product, even though she is a 

teacher". The ability to network among different classes of people will impact positively on 

one's business. Sometime we need the help of one another in promoting our business and 

assisting us with our needs. It is always necessary to belong to an association when one is in a 

foreign land. 
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► Share information 

The ability to share information amongst one another brings about good communication 

amongst different people. People try as much as possible to see that they share important 

information that would be useful to their group or business counterparts. Foreign business 

owners believe that in sharing information they are able to overcome some of the challenges 

they encountered in being in a foregin land. It has also made them become more 

knowledgeable about doing business in a foreign country. Like acquiring information on various 

source of distribution where they purchase their goods. With CodeFBO04, "/ share information 

with my friends on matters relating to business". CodeFBOl 7 also add that "as a foreigner, the 

strength of my business lies in the fact that I share experiences with other business owners 

especially where it concerns buying at a reasonable price". Lapah and Tengeh (2013:182) add 

that information sharing facilitate the formation of efficient migratory networks that feeds 

subsequent migrations. With information the new and existing foreign business owners would 

succeed in their various line of business. As Agwa-Ejon and Mbohna (2015:521) contend that 

information solutions can provide sufficient credit information and reduce risk for credit thus 

helping large lenders to lend money to SMMEs. Information well shared is healthy; therefore 

business owners should ensure that sharing information will bring about value creation for the 

success of their business. 

► Offer help 

The ways business owners behave towards one another determines the effect of relationship, 

not only on their customers but also to one another. People offer help when they see that 

there is a good communication between one another. For example CodeFBO16 suggests that "/ 

have to greet my customers before I offer to help them". Another business owner contends that 

"once a customer approaches my shop I quickly offer my help". However, having a good 

communication leads the business owners towards growing their business as well as knowing 

how to assist different customers need. Therefore business owners must ensure that the 

atmosphere of their business is such that they will be able to offer help to one another. 
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6.7.3 Sustainable Revenue and Cost 

Acquiring a sustainable revenue will help grow the business. Revenue is an important aspect in 

every business as it deals with monetary value in a business. Without revenue it will be difficult 

to grow and maintain a business. According to Osterwalder and Pigneur (2009:30) customers 

are generally considered the heart of the business; revenues are automatically likened to the 

arteries. This means that business owners should always focus on the value they provide for 

their customers as they are the key to yielding the revenue for the business. In the same way, 

Osterwalder and Pigneur (2009:30) add that revenue streams are differentiated by differences 

in pricing mechanisms; fixed list prices, bargaining, auctioning, market dependent, volume 

dependent or yield management. From the open-code obtained, business owners have 

identified their pricing mechanism used in conducting their business such as: 

► Market value/ prices 

Business owners determine the cost of their product through the market values and prices. 

When they purchase goods, they try as much as possible to make sure their prices are set 

according to the market value. CodeFBO22 suggest that "/ always use the market value to know 

how much I will sell my product" while CodeSAFBO56 add that "it all depend how much I buy 

the product". Every business owners will set their product prices according to the market value. 

As CodeFBOlS add that "if your goods are more expensive than the market value it will drive 

your customers away". Therefore business owners have much to do in ensuring they maintain 

consistent price of goods. 

► Discount 

Discount is also another way business owners determine revenues. Before they give discount to 

their customers, they must determine how much profit will be achieved from the product or 

the services needed by the customers. As discount is a way business owners encourage their 

customers to buy their product, they have to first assess whether the product needs to be 

discounted or not before allowing customers to purchase it. Discount is used by business 

owners to retain and attract their customers as well as keep them away from other rival 

businesses. In using a discount, business owners need to ascertain how to much profit they 
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need to make from the goods. CodeSABO40 add that 11
/ only give discount to my genuine 

customers". CodeFBOll also add that 11
/ use discount to encourage my customers to always buy 

from me". CodeFBO33 also contend that "discount is just one of the ways I keep my customers 

happy" With discount, many business owners have succeeded in attracting and retaining their 

customers from other businesses. 

► Government determination (law) 

Many at times the prices of some of the goods are set by law. Business owners only need to 

ascertain how much profit they will make if they add their price to the product. as CodeSABO41 

contend that "our prices are set by law" and Code SABOS0 also add by saying, "whatever prices 

your see from here is the same price you will get it elsewhere, I didn't add anything". Another 

CodeFBO23 suggests that "when you look around my shop you will see that all my prices are 

unique, I don't even make gain on these items I work on percentage". Some business owners 

argued that because it is the government that set their prices, it is difficult for them to increase 

or reduce the prices of the products in order to satisfy their customers. "Any price you get here 

mean that it is a global product" CodeSABO49. Therefore business owners should be 

competent enough to know when markup prices should be used or not. 

► Percentages 

Percentages are a way business owners reduced the price of their product. It is used as a way of 

attracting the customers, satisfying their needs as well as retaining them for the future. Many 

business owners use percentage to fix their prices. CodeSABO40 suggests that "/ just use 

percentage to fix my price, it doesn't matter how much I make from it" CodeSABO39 also add 

that "buying in large quantity enables me to use percentage to access how much I will make 

from the product". Nonetheless, percentages are done on a regular base as a form of keeping a 

constant price structures. 
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6.7.4.1 Different opinions experienced by foreign business owners 

From the open-code obtained, foreign business owners also use other means to obtain 

revenue. This process is discussed as follows: 

► Long hours of operation 

Foreign business owners are of the belief that they are responsible for the hours of their 

business activities. Long hours are simply seen as the hours one put in their business. According 

to foreign business owners they opt to trade long hours in order to make more profit while 

satisfying the customers. In South African, it is expected that an ordinary working hours for any 

individual be it business owners or employed should be 45 hours in any week and nine hours in 

any day if the employee worked for five days or fewer in a week, or eight hours in any day if the 

employee works on more than five days in a week (Department of La bout Act, No 11 of 2002:8). 

Some of the foreign businesses do not necessary adhere to this Labour Act. They operate at 

their own time depending on the nature and location of their business. Their quest for money 

has made them work extremely hard to achieve their goals as they open early and closes late. 

CodeFBO18 contend that"/ open as early as 8am and close very late at 10pm. I do this in order 

to satisfy and keep my customer away from going to other shops". CodeFBO07 also add that, "/ 

operate this long in order to make so much sales to offset some of my bills". CodeFBO25 

maintained that "in order for me to satisfy my customers especially those who cannot make it to 

the mall after work, I stay open till late night". While the other said that "my house is my 

business shop so it is easy for me to stay till late". The researcher observed that many of the 

foreign owners operate from 8am to 9pm which is approximately 12 to 15 hours a day. This 

operating time is actually a long time as oppose to the National operating hours standard in 

South Africa . Supporting this is Chebelyon-Dalizu, Garbowitz, Hause and Thomas (2010:11) and 

Prinsloo (2006) who are of the belief that the immigrants open every day except Sundays, and 

are usually open for 13 to 14 hours a day. They contend that their shops can open as early as 

7am in the morning and close very late between 9pm to 10pm. They do this in order to enable 

them satisfy their customers' needs and make more profit. As a small business owner, there is 

need to monitor and maintain the business operating hours in order to be able to manage and 

control ones revenues. 
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► Credit availability 

As discussed earlier, foreign business owners usually have the habit of giving their customers 

goods on credit. From the analysis obtained, it shows that while foreign business owners allow 

their customers to obtain goods on credit, they also ensure a collective payment once or twice 

a month. Once the customer pays their debts, the business owners will then use the money to 

purchase more goods. As CodeFBO16 add that "/ give credit to my customers because it's looks 

like am saving like that and then when I collect the money, I am able to use it for my business". 

CodeFBO19 also contend that "/ try to keep my clients by giving credits". CodeFBO27 add by 

saying "/ give credits to my customers because of the relationship we have". It is apparent that 

credit availability brings about good relationship as it also helps the business owner gather their 

revenue. However, it depends on the goals of the business owners and how they operate their 

business to gain and attract customers and make profit. 

► Budget 

Budget is a form of monetary discipline used by business owners to guide their revenue. The 

foreign business owners contend that they work according to budget and that as a business 

owner, one need to operate under their stipulated budget. Thus, the lack of planning and 

monitoring ones budget can lead to the business wounding up. CodeFBO14 suggests that 

"being in the business here in South Africa is not easy, but I am still able to carry on my business 

because I have the will power to control what I buy and how I spend the money". CodeFBO30 

also said that "seeing that the South Africa economy is not the way it used to be, I have learnt 

how to invest the money I made from my business wisely". The other CodeFBO21 also add that 

"with the high currency rate, it becomes difficult for me to convert my money since I import my 

goods but I still have to plan". The need to budget has become an effective tool to maintain 

ones revenue. As CodeFBO14 also adds that "the economy of South Africa is not stable now, it is 

going down day by day, and the cost of goods here is very expensive too. So I decide to import 

my own goods from oversea. This has helped me a lot, and that the goods I import gives me 

more profit than the one I buy here in the country. So if I am unable to keep to my budget, I 

cannot be able to buy my goods abroad". Foreign business owners believed they have taken 
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charge of their budget. As a business owner, there is need to always maintain and monitor the 

budget in order to maintain good revenue balance. 

► Group purchasing power 

Group purchasing power simply is a process whereby many business owners utilize a common 

channel to stock their products. The foreign business owners attest to this type of method as a 

way to obtain and save money. By group purchasing they are able to join their resources 

together; in order to purchase their goods at a cheaper rate and make more profit. Liedeman 

(2013:25) strongly believed that foreign business owners tend to pull together their family, clan 

members and friends by pooling their money in bulk, thus reducing the cost of the goods 

purchased, which in turn translates into comparative advantage over market competitors. 

CodeFBO20 suggests that "I prefer to buy my goods with my friends as we get it at a cheaper 

price". The other CodeFBO27 said that "sometimes if I don't have sufficient money to buy, I join 

my friend" . It is necessary that business owners assist and support one another to grow their 

business. Thus group purchasing can have a significant impact on a business owner who is still 

growing their business. 

6.7.4.2 Different opinions experienced by South African business owners 

As it is for foreign business owner, so it is for the South African business owners. Here are some 

of the themes obtained from the South African business owners that enabled them monitor 

their revenue source. 

► Keep prices that I can compete with 

In order for South African business owners to maintain their revenue, they try as much as 

possible to keep the prices that they can compete with. This means that their prices are set 

according to the product they have and are not too high or too low for them to lose. 

CodeSABO47 suggests that, "am not so particular about my setting high price as long as I can be 

able to make sales". The other maintained that "the prices I bought my goods determine how 

much I wi/1 sell the goods". South African business owners try as much as possible to maintain 

the market trend provided they are able to make profit. 
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► From the quantity of good bought 

The quantity of goods bought can also determine how prices are set. If a business owner buys 

goods in large quantity, or even at a reasonable price, then it will make a huge impact on the 

way profits are made. South African business owner attest to this that not in all cases that they 

buy goods in large quantity but that their revenue is always determined by the items they buy 

from their distributor. CodeSAB057 maintained that "buying in large quantity helps me to know 

how much profit I will make" and CodeSAB054 also add that "the quantity of my good always 

determine how my prices will be fixed". It is apparent that when goods are in large quantity, 

business owners are able to set their prices to suit their cost and make profit. 

6.7.4 Key Resources and Partnership 

Resources are something one has that can be used to increase wealth. According to Ayres 

(2001:1), resources are an essential input to the economic process. It may be material or 

immaterial like information and material resources may be of natural origin or man-made. 

Services provided by nature (like assimilative capacity) are also sometimes called resource 

(Ayres, 2001:1). As a business owner, integration of resources into business activities brings 

about growth to the business. Barney (1991:101) also describe these resources to include all 

assets, capabilities, organizational processes, firm attributes, information, knowledge and so 

on . That is controlled by firms that enable the firm to conceive of and implement strategies that 

improve its efficiency and effectiveness. The need for both foreign and local business owners to 

utilize theses resources is important. 

From the open-code obtained the foreign and South African business ownesr identified 

common themes as well as the various resources they used in sustaining their business. 

► Personal savings 

The business owners attest that personal savings is an important aspect for their business 

success. It is the savings that they engaged in that enabled them start and grow their business. 

As CodeFB011 stated that, "I used my savings to start this business" and CodeSAB045 also add 
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that "this business is my sweat, and no one supported me to start it". Many business owners 

have identified that without savings it will be difficult for them to grow their business. As such 

there is need to always save for the growth and maintainance of the business. 

6.7.5.1 Different opinions experienced by foreign business owners 

As in the common themes, foreign business owners also identified certain resources they used 

to grow their business among which include: 

► Business permit 

Business permit is a legal document used by the foreign nationals who engaged themselves in 

small business. Without a business permit, it is difficult for the foreign nationals to engage 

themselves in different forms of businesses for example, like importing good overseas, tax 

registered, accounting procedures and so on. From the data obtained, majority of them posit 

that their business permit is one of the resources that enabled them start their business. 

Without having a legal document, it will be difficult to register your business, engage in 

exporting and importing goods as well as comfortable transacting their business to satisfaction. 

► Contribution from associations/country members 

As a foreign person living in the country, it is sometimes difficult for one to acquire resources to 

start and sustain the business without engaging in one thing or another that yield resources. 

Some of the foreign business owners add that "/ came into the country with nothing but when I 

see that I cannot get a job, I have to ask for assistance from my country union meeting". 

Resources do not only come from the sale of goods, but from different sources like doing some 

odd jobs either individually or with some local member's in the community. Sometimes 

voluntary jobs which often lead to formal job can drive the person into saving money to start 

their business. In addition, some foreign members believe that asking for assistance from 

friends or fellow country persons (which sometimes can be a loan) also enables them obta in 

resources that are used to start their business. 
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► Networking 

As discussed earlier, networking is a form of social relationship amongst fellow business 

owners. Business owners uses network to grow their business. Network is an essential 

component of a business and serves as resources for business growth. According to Krebs and 

Holley (2006:2), network provides a revealing snapshot of a business ecosystem at a particular 

point in time. It is an excellent tool for visually tracking business ties and designing strategies to 

create new connection Krebs and Holley (2006:2) . Foreign business owners maintained that 

networking is their form of resources as many of them group themselves together to purchase 

goods at a cheaper rate, reduced rate or sometimes on credit. One of the CodeFBO13 adds that 

"it is through the people I know I am able to purchase goods at a lower rate". Another 

CodeFBO17 contend that "/ am happy am not alone, whenever I talk with my fellow country 

people or business association, I feel happy". Living in a foreign land is somehow demanding. 

Without effective network especially among business owners it will be difficult for foreign 

business owners to survive. According to CodeFBO28, "/ am able to obtain information from the 

people of my country doing business", while CodeFBO19 suggest that "since I speak the same 

language with my neigbour, I am able to get information on where I can stock my goods". 

However, it is believed that information is often concealed to people who do not belong to any 

of social or business network as they will lose some vital knowledge that can be used to grow 

their business. Some of the foreign business owners who involve themselves with networking 

often find it easy in pursuing their dreams as well as adapt to their business activities. 

CodeFBO22 maintained that "my friend always helps me with my goods whenever his container 

is arriving" Supporting this are Vissak and Zhang (2014:186), Saxenian (2002:185) and Sequeira, 

Carr and Rasheed (2009:1024) who state that, through the immigrant extensive networks, they 

can gain access to information, the pricing policies of the country, the best sectors to invest, 

dealing with public bureaucracies and possible obstacles in the various businesses and so on, 

that is necessary for discovering empty market niches. They further add that migration can be 

motivated not only by business reasons but that networks may help immigrants in discovering 

new market niches. Foreign business owners have identified the importance of network and try 
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as much as they could to utilize it. It helps them break the barrier of living and doing business in 

a foreign country and assisting in a variety of ways. 

In contrary, Liedeman (2013 :2) posits that South Africans rely on a network limited to the 

immediate family and approach the small scale businesses as supplementary livelihoods 

strategy. The South African business owners operate within a weak social network that often is 

limited to members of the immediate family who assist in helping out in their own little way. 

Buchanan (2014:2) adds that social networks of local owners, conversely, are weak in 

comparison. They are often limited to immediate family members providing menial labour and 

nothing else. Agwa-Ejon and Mbohwa (2015:66) argued that for small and medium scale 

enterprises to succeed in their current economic environment and improve their level of 

competitiveness, they must form networks and build alliances with international partners. 

Which proves that, network is a resources used to achieve various assets a business owner 

require. It also helps break a lot of barriers that one might encounter during the process of 

growth and sustainability of the business. 

6.7.5.2 Different opinion experienced by South African business owners 

From the open-code obtained, it appears that South African business owners viewed key 

resources and partnership as an important element of their business. Below is the analysis from 

the South African business owners as it relates to their business activities. 

► Loan 

Loan is another assets used by the South African business owners to grow their business. It is a 

resource that aids towards the sustainability and success of a business. South African business 

owners contend that they often obtain loan to support their business as one of the participant 

CodeSABO52 suggest that "/ have been in business for 4 years and because I am passionate 

about business, I resigned from my work and use my package to start my business. The other 

CodeSABO43 add that "/ have to use my pension money paid to support my business". 

CodeSABO36 who is in support of using loan to grow their business said "it was my parents who 

started the business, so I really can't say how they generate the money". 
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From these responses, it indicates that the South African business owners have a variety of 

means to generate money for their businesses. They utilize various opportunities they have to 

sustain their business. However, South African business owners are at advantages in utilizing 

local resources to run and sustain their business. As a result there is need information is 

disseminated to small businesses and help them identify other resources that will enable them 

to grow their business. 

► Stokvel 

Currently many South African business owners are into what we refer to as 'Stokvel'. Stokvel is 

a form of saving or investment where by people come together to agree on a certain amount 

and contribute regularly. From their contribution, they normally allocate the money to 

someone on a frequent basis and each member will take turn. Many South African business 

owners suggest that they assist one another through the means of Stokvel. CodeSABO30 add 

that "the money I took from our Stokvel helped me start my business". Stokvel is a local way of 

generating and saving money. Sometimes the people who are involved in the stokvel assists 

themselves from the proceeds obtained from the stokvel either to solve their problem or 

support their business. On a contrary, Agwa-Ejon and Mbohna (2015:523) argued that instead 

of seeking help from the formal financial sector, young businesses in the province are 

particularly using personal savings or money borrowed from friends and relatives to start-up 

their business. Many people who engage in small business using support their business through 

their personal savings or money borrowed from friends and relatives. Hardly do they utilize the 

financial sector. 

6.8. PERFORMANCE MEASUREMENT 

This is section C of the interviewed questions and it was used to test the effectiveness of 

financial performance measurement for SMEs as well as to describe how the foreign and local 

business owners use performance measurement system to achieve success. According to 

Neneh and VanZyl (2013:124), Aguinis (2007:76), Armstrong and Baron (2005:2), performance 

measurement is a continuous process of identifying, measuring and developing the 
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performance of individuals. It is a strategy that relates to every activity of an organisation; its 

implementation depends on organisational context and can vary from organisation to 

organisation. From the open-code obtained both foreign and South African business owners 

identified common themes that enabled them perform effectively in their business. Among 

which include: 

► Profit 

Profit is a compulsory tool every business owner expects from their business. Without profit a 

business cannot succeed. The aim of every business owner is to make profit hence there is need 

that business owners also access the level of their profit as it will determine whether the 

business is growing or not. According to CodeFBO21, "buying goods in large quantities enables 

me to make profit". Profit to every organization or business is crucial, because without profit, 

there is no business. CodeSABO39 suggest that, "/ make profit when I am able to sell all my 

goods within short periods of time". Profit is a way of measuring performance hence any 

business that is not making profit is at the edge of collapse or close down. 

► Stocking goods 

As discussed earlier, stock is the accumulation of goods for future use by the business owners. 

According to Olakunori (2005) and lkechukwu and PoweiDaubry (2012:68), stocks are raw 

materials, parts, semi-finished goods, and finished goods which a firm keeps in anticipation of 

demand for production purposes and/or to satisfy the needs of consumers. Both foreign and 

South African business owners stock goods for future use. They use the stock to measure how 

well their business is growing. According to CodeFBOlS, "sometimes when I buy good from the 

distributors who import goods from my country, I don't make much gain. So I decided to raise 

money and join them to import from abroad. Ever since then I have been having enough stock 

and also making more profit". Business owners believed that stocking goods is a way to 

measure how well their business is doing. CodeSABO44 contend that "if I am not doing well in 

my business I cannot have enough stock". As a result of this, stocking has been proven to be a 
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source of performance measurement like in the case where the business owner is able to stock 

goods for future purpose. 

► Recording sales 

Recording sales has been identified as a means of checking performances. It is simply an avenue 

used by the business owners to track record of their goods either sold or not. According to 

CodeSABO53, 111 track down every item I sold". In support of recording sales, CodeFBO26 said 

that 11people may think I don' t know how many clients that I plait everyday but I always record 

them in my book. If I don't do this I can' t be able to account how much I make in a day". From 

the above scenario, the business owners believed that for every customer that have attended 

to, they have a recording book where they kept track of all sales or services that took place for 

the particular day. Equally, recording sales has been observed to be important skills a business 

owner must have to enable them operate their business. It enables the business owner to 

identify their weaknesses and focus on how to improve on it. 

► Recording expenses 

As recoding sales is to every income, recording expenses is equally to all expenditure. Th is 

means that business owners record every expense that has been incurred for the day. Some of 

the record can take place on daily basis while others on fourth night. According to CodeFBO20, 

11even if I spend money on my lunch, I make sure it's in my book". The other CodeSABO39 

suggest that " I have to record every bit of income and expense I do for the day". Recording 

expenses has become a crucial skill some of the business owners acquire and it have been used 

as a form of performance measures for businesses. It is only through this process that one is 

able to adjust any behaviour that cost the company unnecessary spending. 

► Tax 

Tax is another important aspect identified by business owners. Tax is the process of paying 

certain identified portion of the profits made to the government. According to CodeFBO34, 11if I 

can be able to pay my tax regularly, then my business is going well". The other CodeSABOS6 

add that, "every year, I perform a tax return to know how my business is going". Every 
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registered business is required by law to pay tax. Regular tax payers are always at the habit of 

measuring their performances. Therefore it is necessary that business owners keep up to date 

with their taxes in order to enable them monitor and measure their financial status for their 

business. 

6.8.1 Different opinions experienced by foreign business owners 

The foreign business owners identified certain factors that lead them believing they are 

performing. 

► Growth 

The rate at which a business grows is important. A business that starts today is expected to 

grow tomorrow. Therefore, foreign business owner believed that if they are able to increase 

the rate of their turnover, then it is believed that there business is growing. CodeFB013 add 

that "/ am happy that there has been so much improvement in my business" . Another 

CodeFB021 suggest that "if I can employ someone to help look after my shop, then I am making 

it". Growth can be another way to measure performances. The foreign business owners 

identified various ways in which they are able to measure the growth of their business. Such as: 

Rate of turnover that is the ability to purchase goods as soon as one is out of stock or goods is 

been sold out, when more and more customers approach the business this can be seen when 

there is a good customer service as well as paying workers, or rental and paying up ones 

accounts. 

6.9 ENSURING THE SUCCESS OF SMES 

This is the fourth and last section from the coding analsis table. In ensuring the success of SM Es, 

business owners identified two aspects that enable them perform effectively. It again started 

with the common themes identified and then followed by the differences obtained by the 

foreign and South African business owners. 
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6.9.1 Resources 

As discussed earlier, resources are something one has that can be used to increase wealth . 

Ayres {2001:1) described it as an essential input to the economic process. It may be tangible or 

intangible. It may also be natural or man-made. Here the common resources identified by the 

business owners are: 

► Training and education 

Training is the process of acquiring a formal learning. It is the process whereby people are able 

to acquire knowledge and skills on how to deal with day to day situations. Business owners 

need to understand that training is a continuous process in life, whether they have acquired 

knowledge or not. The application of knowledge is important in the affairs of business. Many 

small and medium business owners lack sufficient knowledge and also the willingness acquire 

further training. 

In ensuring the success of SM Es, there is need for business owners to acquire sufficient 

knowledge, skills and development how to deal with the success of their business. According to 

CodeFBO12, "am glad I am able to utilize my degree to establish my business". Another 

CodeFBO23 contend that "/ only finished standard 6 but I know how to do business". Training 

has a role to play toward the success of SMEs. Some of the business owners believed that 

business is all about exchange of goods and money. CodeFBO28 also add that "/ was born a 

business man so I know how to run my business". It is not just enough to know the aspect of 

buying and selling but with training, one can be able to achieve greater business skills. 

CodeSABO39 also add by saying "/ just finished matric and I believe am doing well". The lack of 

well-trained accredited service providers, cumbersome administrative requirements and 

insufficient knowledge transfer between consultants and small businesses are also identified as 

challenges towards easy access of finance to SMMEs (Agwa-Ejon & Mbohwa, 2015:512). People 

need to be aware that training has gone beyond classroom application. Once an individual is 

able to acquire certaikn skills such as problem solving skills, dealing with customers, planning, 

directing, managing, controling etc of business skills they will be able to grow and succeed in 

their business activities. However, it is very difficult to engage business owners in education 
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and training because many of them will decline that they are either too old or too busy to learn 

and as such the lack of skill still occur. With the quest for money, people no longer seek to 

better equip themselves with knowledge that will help them succeed in their business rather 

they utilize the available skill they have. Therefore, government should ensure that they create 

awareness about the importance of training on how to support the SMEs in growing their 

business. 

► Access to loan 

The need for business owners to have access to loan is essential as it will help support the 

growth of the business. Business owners need funding facilities to enable them grow their 

business. They need to be assisted with financial resources, both from the government or from 

banks to support their business. According to CodeFBO30, "may be because am a foreigner, I 

can't be able to obtain a loan from the bank''. Another business owner suggests that "the 

money I used I obtained it from my community association" (CodeFB035}. It is necessary to 

ensure that small business owners have access to funds. CodeSABO55contend that " / started 

my business with the money I obtained from the loan sharks". With too many bank 

requirements, many business owners have tried to limit lending money from the bank. People 

now deceased from paying interest and going to different loan agencies to obtain fund. As 

Agwa-Ejon and Mbohwa (2015 :523) argued that instead of seeking help from the formal 

financial sector, young businesses in the province are particularly using personal savings or 

money borrowed from friends and relatives to start-up the business. Consequently, there is 

need for government to access the level of funding needed by SM Es and create an avenue that 

will reduce the too much requirements for borrowing money. 

6.9.1.1 Different opinion experienced by the foreign business owners 

As with the common themes, there are other informations that emerged from the foreign 

business owners perspectives that also ensure the success of their business such as: 

406I Page 



► Personal savings from home 

Foreign business owners are of the opinion that some of their resources are obtained from 

their home of origin. Business owners need to maintain the source of their resources in order to 

achieve success. Like the business owner who add that "/ started my business with the money I 

came with from my own country, knowing the fact that I am not working here, so I decide to sell 

some of my properties at home to raise capital" (CodeFB014). Many foreign business owners 

contend that many at times they demand help from their people back home to support their 

business activities and when the business grows they only need to support them in returns. 

Again, another foreign business owner confirms that "the goods I started with were sent to me 

from my friend at home and it was on credit for me to sell and pay at intervals" (CodeFB027). 

Starting and growing a business is not easy yet people work hard to see that their business 

grows. 

► Networking 

As discussed earlier, network plays a crucial role towards the successful business. Some of the 

foreign business owners ensure that their business is successful by utilizing the advantages 

network provides. With network, people are able to: 

i) Obtain goods on credit 

ii) Get information that will benefit there business 

iii) Provide capital 

iv) Provide suppor 

v) Get connected to different sources of distributor and 

vi) Gain confidence on how to deal with people. 
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6.9.1.2 Different opinions experienced by South African business owners 

► Bank loan and other agencies 

Some of the business owners contend that they actually obtained loan from the bank before 

starting their business. As one of the business owners suggest that "the money I obtained from 

the bank I have not finish paying. With this money I am able to grow my business". While some 

of the business owners said that it is difficult for them to obtain money from bank because of 

too many conditions. Rather they prefer using other financial agencies that have less charge 

and fewer requirements. Again, one participant said that 11
/ always prefer to loan money from 

these agencies because they don't ask for collateral" (CodeSAB048). Therefore, there is need 

for banks to find a better alternative way to help business owners access their funds. 

► Pension and social grants 

Pension is another source of resources used by a business owner in sustaining their business. 

Some of the business owners confirmed that "with the money I received from my pension, I was 

able to purchase extra buses for transport". Similarly, some business owners also maintained 

that "the grant money is small but am able to use it to start this vegetable business". This leads 

us to believe that business owners always try as much as possible to ensure that the success of 

their business is also determined by how much they acquire as well as how much they are able 

to put into the business. 

6.9.2 Location 

The first step business owners' takes before establishing or starting a business is to identify 

where and what area one intends to operate. Business owners also need to decide first on the 

!YPe of business they intend to emback upon before deciding on the situable location. Location 

has played a crucial role to both the foreign and local business owners as it determines and 

predicts the future goals of the business. In view of this, Patsula (2001 :6) add that finding the 

right location for your business is one of the most challenging tasks you will undertake 

regardless of the type of business you plan to start. In spite of this, several common themes 
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emerged; the South African and foreign business owner identified several characteristics that 

need to be considered before getting a location : 

► Availability 

The success of a business owner depends on the availability of the business premises. Many 

business owners obtained their premises through some of their friends or relative. While other 

people from the agent due to its availability. Foreign and South African business owners 

maintained that in ensuring their success, they are able to obtain a premise that is readily 

available and that suits the type of business they intend to do. 

► Close to my residence 

Sometimes it is good to obtain a business location that is close to your residence. The reason 

been that the operating hours may sometimes be longer than expected by then it becomes 

difficult for one to drive home. Again, one of the participants argued that "my business is closer 

to my residence; I open and close the way I want". The success of every business lies in the 

choice and comfortablity of the business owners as they are in center of every business 

decisions. 

► Busy area 

The choice of a business area depends on how busy the area is. Some business owners prefer a 

busy area because of the nature of their business. They decide to go for a place that is full of 

activities like CodeFBO22 add that "/ prefer a busy area because of the business am doing". 

Another CodeSABO40 also add that "/ chose to establish my busy in this area because it's a busy 

place" . As noted ·earlier, the choice of a business area depend on the type and nature of 

business the business owners intends to do. 

► Affordability 

Again the success of a business owner will also be determined by the cost of the building or 

rental available. A business owner maintained that "/ have been operating here for a long time" 

(CodeFBO04), while CodeFBO20 also add that "this shop is not so much expensive". However, 

business owners should go for affordability of shop depending on the resources they have. 
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6.9.2.1 Different opinions experienced by foreign business owners 

From the data obtained, there are other differences in opinion on the choice of location by 

foreign business owner. The following themes emerged as follows: 

► Opportunity: Business owners contend that their locations were as a means of 

opportunity. That is to say, "my friend told me immediately she intended to sell the 

business and I was able to pay deposit to secure the place" (CodeFBO0S) 

► Good site: "I opt to open my business here because the site is very good, people are 

always moving up and down (CodeFB011}. The choice of location of a good site is 

dependent on the nature of the business. 

► Less crime: CodeFBO26 add that "my business is located where I can be able to speak 

the language and because the crime rate" . Here business owners identify the spots of 

their business reason because they think it is safe for them and their business. 

► Safety through friends/relative: Getting the premises either from friend or relatives. 

Foreign business owners argued that "this shop use to be my friends shop" 

(CodeFBOl0). The business owner maintained that "he decided to relocate to another 

area and immediately I took the shop". 

6.9.2.2 Different opinions experienced by South African business owners 

The ability of a business owner to ensure success for their business depends on the choice they 

made in choosing a location. The following contributions were obtained from the South African 

business owners. 

► Serve the community: The choice of a business owner depends on the objective of their 

business. CodeSABO46 add that "/ opt to locate my business here because I want to 

serve my community. Here in my area you can hardly find a spaza shop. So I decide to 

open one in my area. 

► Succession: Succession arises from the fact that someone else has owned the premises. 

Some of the business owners are of the opinion that "/ don't know how they obtain this 

place. I inherited it from my mother" (CodeSABO41). Sometimes a business owner 
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inherits the resource used by their parents. In this way they are able to succeed from 

the resources obtained from their parents. 

► Longevity: CodeSAB052 contend that "since 1979 I have lived here. In fact I know 

everybody here and I deiced to start a business here". According to CodeSAB041, he was 

able to start his business in that area because "I have lived in the area for a long time". 

Sometimes the choice of location might depend on the extent one has lived in the area. 

6.10 STEPS TOWARDS ENSURING THE SUCCESS OF SMES IN GAUTENG 

PROVINCE 

In ensuring the success of SM Es in Gauteng, there are possible steps intending business owners 

should take. These steps will enable them prepare and ready to know what to do towards 

starting a small business. Intending business owners who have never been in business require 

clue or direction that will lead them to success. The diagram below shows the stages a business 

owner need to pass through in order to ensure that competitive advantage for SMEs is 

achieved. It begins with owing resources to finding a suitable location before applying all the 

business process together with relationships to build effective business and then performance 

structures. 
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From the diagram above, it describes various steps required for an intending business owner in 

starting a small scale business. In step 1 (one); it indicates various ways a business owner can 

use in sourcing funds to start their business. Every business requires funds, without financial 

support, the business cannot stand or hold. With sufficient funds, business owners will be able 

to operate their business successfully. The next step to be followed is step 2 (two). Here after 

the intending business owners have obtained the funds for their business they need to look into 

the aspects on location. To do that, they need to consider the following; availability, busy area, 

good site and so on of the business requirement. Finding a business location can be disturbing 

and difficult because of accessibility and financial issues. But, if achieved will enable the 

business owners become more proactive in operating their business. 

In step 3 (three), it is assumed that the business have been established, therefore there is need 

that the business owners utilizes the business process in running the activities. For example, 

there should be good communication between the members of the business concerned . That is 

in the case where the business owner has an employee(s) otherwise the communication should 

be between the owner and the customers. The same process should be followed all through the 

value creation process. Looking at the cost structures, the business owners should be able to 

set a price that is consistent with the market prices. In the situation where the market prices 

are not used, the business owner should make use of percentages or even give a reasonable 

discount rate. This attracts more customers to the business. However, not all the identified 

factors must be used; rather the business owner should resort to the available options that suit 

the type of business. 

In step 4, the purpose was to help the business owners create a good relationship such that will 

yield better communication and customer satisfaction . The purpose of every business is to 

satisfy the needs of its customers and to do that the environment must be such that will create 

good atmosphere in the day to day running of the business as well as attracts customers. 

Therefore, there is need to encourage intending and existing business owner to create an 

atmosphere that will yield good business and bring about better profit. 
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Finally, in step 5 (five), when the whole process has been done or performed, there is no doubt 

that the business will grow. The growth of every business is determined by the profit made as 

well as the rate of turnover. Therefore, intending and existing business owners should be able 

to know when the business is growing and if not should revist the entire process for adoption. 

6.11 CHAPTER SUMMARY 

The main objective of this chapter was to present, analyse and discuss the themes generated 

from the open coding (qualitative interview data). This chapter provided a detailed discussion 

from the themes in line with existing literature. The alignment of the research methodology 

and design has indicated the procedure followed in the chapter as well as the analysis and 

discussion. This is in line with the design that was indicated which is the triangulation method 

of the mixed method design. Nevertheless, the alignment with the original literature aimed to 

support the primary information obtained from the participants (business owners) . As a mixed 

methods research, the qualitative themes are paired with quantitative (questionnaire) findings 

in order to validate business models and performance measures relevant for the execution of 

the existing and intending SM Es. The chapter used mixed research designed for the qualitative 

approach to reach the findings presented here. 

The chapter managed to obtain factors, components and elements that affects the small and 

medium businesses and the finding speaks to the needs and expectations of business owners, 

managers and intending business people. The outcomes further realized the need for small 

scale businesses to structure their business in such a way that it will grow from being small 

businesses to larger businesses. While providing the needs to satisfy the customer's needs 

there is need that business owners should focus on that aspect that yield sustainable business 

revenue as well as meeting competitive advantages. Based on the identified themes, it was 

observed that the foreign business owners have better ways to run the small businesses 

successfully than the locals. This has proved the reasons why they outperform the locals. 
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CHAPTER 7 

FINDINGS, CONCLUSIONS AND RECOMMENDATION 

7.1 INTRODUCTION 

The previous chapter discussed the analysis and findings from the instruments used 

(questionnaires and interviews} for the study. This study would be incomplete without a 

thorough summary and suggestion . The chapter covers the depth and breadth of the study 

from chapter one to six, aligning the chapters together with the product of business model 

framework. The general aim of the chapter is to summarize all the outcomes from the study as 

well as the application of its findings in practice. The literature showed a mixed reaction to the 

business model performance measures. The participants' views and opinions on the business 

model performances used are presented . The rationale in this study suggests the winning 

solution on how SM Es in Gauteng can survive. 

The overall study investigated the business models performance measures used by the foreign 

and indigenous business owners with the aim of coming up with a business model framework 

for SMEs that addresses the challenges encountered by the small and medium business in 

Gauteng. The chapter includes the following format; research questions, answers obtained, 

summary of the study, alignment of qualitative and quantitative data, the winning solutions to 

the body of knowledge (the framework}, suggestions for future study, limitations of the study 

and conclusion. 

7.2 RESEARCH QUESTIONS 

In order for SMEs to successful achieve competitive advantage there is need for them to apply 

the business model performance measures. In addressing this problem, the following questions 

were derived from the problem statement: 
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The main research question of this study: 

1. What are the factors that are causing foreign-owned businesses to outperform 

indigenous-own businesses in Gauteng province? 

In order to address this question, the following sub-objectives were investigated: 

i) What socio demographic profile affects the type of business model created? 

ii) What specific challenges of SM Es affect the type of business model created? 

iii) What socio demographic profile affects the type of measures employed? 

iv) What is the effect of specific challenges on the choice of performance measures 

employed? 

v) What is the effect of socio demographic profile on how the entrepreneur ensures 

the success of SM Es? 

vi) What specific challenges that affects the success of SM Es. 

2. What business model framework is needed to successfully drive the small scale 

businesses into sustaining competitive advantage? 

7.3 SOLUTIONS TO THE RESEARCH QUESTIONS 

The finding of the main research questions are clustered into two parts: the questionnaire 

(quantitative) and the interview (qualitative) . The questionnaire consisted of four sections (A to 

D) with the focus on confirming the socio-demographic of the business owner's business 

models, performance measures and success of SM Es. The purpose of the questionnaire was to 

confirm the business models used by the foreign and indigenous business owners. The 

fundamental purpose of the interview was to obtain information from the small business 

owners (foreign and indigenous) on various business models they use to successfully carry on 

their entrepreneurial activities. The summary of the findings was done per the listed questions 
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in this section to provide answers to the research questions. Based on that, the quantitative 

findings are discussed. 

7.3.1 Summary of quantitative findings 

7.3.1.1 What socio demographic profile affects the type of business model created? 

This question sought to find out whether the socio demographic profile of business owners has 

an effect on the foreign and indigenous business models created. The question consists of 12 

sub-questions aiming at addressing this research question. There are positive and significant 

responses from the participants with regards to this question. From the result obtained, it was 

seen that the age of business owners (foreign and indigenous) in Gauteng are between the ages 

of 30-39 who are engaged in SMEs activities. From these business owners, males dominate the 

SM Es sector (see table 5.1 and 5.4). The following findings were made from the correlation test 

performed: 

Table 7.1: Socio-demographic effect on business model 

Main Objective Findings 

The effect of socio ► Location 

demographic on the type of - Communication process 

business model created 
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Value creation 

- Effective customer relationship/partnership 

► Highest qualification (HQ) 

- Communication process 

- Effective partnership 

► Nature of business (retail, wholesale, manufacturing and 

services) 

- Communication process and Effective Customer 

Relationship /partnership 

► Number of employees 

Value creation 



► Number of years 

Communication process and value creation 

Creating sustainable revenue streams 

► Origin of business owner 

Communication process and effective customer 

relationship 

Value creation and effective customer relationship 

► Nationality of employees 

Communication process and value creation 

Communication process and effective customer 

relationship 

Communication process and effective management 

partnership 

Value creation and effective customer relationship 

Effective management cost structure 

From the table above, it was observed that in order to successfully create a business model, the 

business owners must consider the following socio-demographic factors like: location, highest 

qualification (HQ), nature of business, number of employees, number of years in business, 

origin of business owner and nationality of employees. 

►Location: From the questionnaire obtained, location plays an important role in creating a 

business model. Location can be seen as a place where the business is situated. Zhu, Recker, 

Zhu and Santoro (2014:796) define location as a geographical symbol that captures a position 

plus its topographical information (e.g. earth's surface features, vegetation, human-made 

structures) . The choice of location differs from one business owner to another and depends on 

the type of business the business owners seeks to embark on . Khosa and Kalitanyi (2014:210) 

add that the selection of business location can make a difference between success and failure 

and that the key aspects in deciding upon a location are dependent upon the nature of the 
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business and customers. Moreover, Spee and Douw, {2004:30) acknowledged that the most 

important factor to look out for before making a final decision for the choice of location 

include: 

Figure 7.1: Drivers of location 

Availability and accessibility Quality (good site/low crime) 

Flexibility Cost (premises/staff/products) 

Source (Adapted from Spee & Douw, 2004:30) 

Availability and accessibility are important factors to consider before starting a business. Here 

the business owner should ensure that they choose a location that is easily accessible for them 

and their customers. The purpose of a business is to satisfy the need of the customers therefore 

before starting a business the business owner should choose a place that would easily be 

accessed by the customers. In other words the business owners should locate their business 

close to the targeted or identified customer or audience if possible. One should also choose an 

area that is good for the type of business that they want to embark on. Flexibility is a choice for 

business location. Therefore, the business owners should not be too strict in choosing a 

business location. They need to be flexible in their choice in order to achieve the purpose the 

business was established. Finally, cost can be a big challenge that the business owner may face. 

Like the cost of premises if it is rental or lease, the business owner must realize that it is part of 

the monthly expenses if the place is rented . The cost of staff should also be considered, for 

example, a business owner should not employ staff that lives very far from the area in order to 

reduce cost of hiring if it is still in the process of growing. However, from the data obtained, it 

was observed that the foreign and indigenous business owners choose location that favours 

their business. It was seen that majority of the business owners (foreign and indigenous) 
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choose a location that suits their type of business which is in Johannesburg. This is what 

Peberdy et al. (2004:5) argued that the City of Johannesburg is South Africa's largest city, 

situated in the country's most populous province. As the financial and manufacturing Centre of 

South Africa, the city has seen a concentration of wealth and production. Therefore there is 

need that both intending and existing business owners choose a location that has the identified 

drivers in order to create good communication process, value creation and effective customer 

relationship and partnership. 

►Highest qualification {HQ): It was observed that 51,5% of the business owners has Grade 

8-12 certificate. Although having the basic certificate is a stepping stone towards successfully 

starting a business. The business owners should ensure that they acquire sufficent knowledge 

in running their business. having Grade 8-12 certificate is not enough to succesfully carry on 

business activites. Solomon, Fernald and Dennis (2003:26) add that it is apparent that any 

training or education program should educate the potential or current business owners in how 

to obtain capital and how to market the business. If it is difficult for business owners to further 

their education, then there would be need for the government to interceed by introducing 

entrepreneurship as a subject in the high school and treat it as important as other subjects. This 

will enhance many intending small business opportunist the basic skills and knowledge in 

starting and running their business. Tengeh et al. (2011:14) add that higher education business 

founders do perform better. Therefore the business owner should ensure that sufficient 

knowledge is obtained before starting and running a business as it will lead to successfu l 

business growth. 

►Nature of business (retail, wholesale, manufacturing and services): It was also observed 

that 38.5% of the business owner enageged in retail business. Retail business is one of the 

country's economics most visible and active business activity. Retailing activity occurs in 

different forms; from deparment stores to shopping centres, in markets, at consumers'homes 

through direct or distant selling via mail Reynolds and Culthbertson (2014:11). The retail sector 

has been the most vibrant type of business in Gauteng province because it seem easy to run 
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and managed. Business owners should try as much as possible to divert or start a business like a 

wholesale or even a combination of wholesale and retailing in order to reduce the impact of 

competition around the retail business. Another sector of business that also causes competiton 

to rise is the services sector. The intending and existing business owners should decide in 

starting services business or even a combination of wholesalers and services in order to reduce 

the competition encountered by the retail industry. This would also lead to effective 

communication and build good customer relationship among business owners and customers. 

►Number of employees: The number of employees is said to have an effect on the choice 

of business model. In a situation where there are 1-5 employees (see table 5.7), it has so much 

to say about the way the business is operated. The lessers the people the lesser the cost and 

the more impact is felt by the available employees but the more the people the more cost 

incurred and the less impact is felt . Therefore the business owner should stick to the 

appropriate number of employees they required in order to grow their business. 

►Number of years: The number of years a business has been in existence also has an 

impact in the choice of business model created. It was observed that a business that has been 

in existence for up to 1-4 years is bound to utilse a business model. This may be because, the 

business owner has so much energy, resources and ideas in running the business. During this 

stage, many business owners are still utilising their strenght trying to build the business to 

stand as well as creating enough revenue streams for the business success. Therefore for 

intending and existing business owners, they should be able to utilise the same strength, ideas 

and even resources used during the first four years. They should engage in good 

communication and value creation in running the business. 

►Origin of business owner: It was also observed that the origin of a business owner has an 

effect on the chcoice of business model created. From the data obtained, it was seen that 

majority of the businesses operating in Gauteng province is run by the foreign nationals. It may 

be that these foreign nationals were able to see the need to locate their business in Gauteng or 
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may be it was as a result of choice made or even unemployment. Moreso, these foreign 

business owners should encourage the indigenous business owners. They should interact 

effectively with the local business owners and lead them on how to build a good and 

sustainable business model. 

►Nationality of employees: Nationalities of employees has so much role to play. From the 

data obtained it was seen that 61.2% of the business owners who participated in the survey are 

foreign owners (figure 5.2). This means that more of foreign nationals run the business 

activities in Gauteng than the indigenous buinesses. Therefore the need that indigenous 

business owners should be encouraged to participate in SM Es is necessary. Thus the nationality 

of the business owner will play a role with the way businesses are done. Therefore more 

indigenous people should be encouraged to start a small scale businesses. 

In summary of the effect of socio demographic on the type of business model created, it can be 

seen as follows: 

Figure 7.2:Socio demographic on the type of business model created 

Location 

business 

Source: (Own Source) 
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7.3.1.2 What specific challenges of SM Es affect the type of business model created? 

The outcome from the challenges indicated that all the specific characteristics and challenges of 

SM Es have an effect on all the factors except for the usual cause of failure (see table 5.27 and 

table 5.28). From the correlation analysis, the following were obtained: 

Table 7.2: The effect of SM Es challenges on the type of business model created. 

Main objective Findings 

What specific challenges of SMEs ► Reason for starting a business 

affect the type of business model - Communication process and effective 

created? customer relation 

- Value creation and effective customer 

relationship 

- Effective management cost structure 

► Formality of a business 

- Communication Process and value creation 

- Effective management key resources 

► Marketing challenges 

- Communication process and effective 

Customer relationship 

- Value creation and effective customer 

relationship 

► Availability of resources 

- Effective management cost structure 

► Biggest worries facing my business 

- Communication process and value creation 

- Communication process and effective 

customer relationship 

- Value creation and effective customer 

relationship 
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► Obstacles 

Communication process and value creation 

Communication process and effective 

customer relationship 

Effective management cost structure. 

Table 7.2 highlighted the findings on the specific challenges that affect SMEs on the type of 

business model created. From the above, a number of challenges tend to affect the type of 

business model this includes: 

►Reasons for starting a business: There are number of reasons that were identified that 

enable a person to start a business. The reasons were as follows: poverty, survival, 

unemployment, additional income and achieve independence. It was observed that a lot of 

business owners start SMEs activities because they want to achieve independence. This is in 

agreement with what Elizabeth, Walker and Webster (2007:124) posit that the most common 

primary personal reason for starting a business is independence or wanting to be one's own 

boss. The foreign and indigenous business owners engaged in SMEs because they want high 

internal locus of control (Elizabeth et al., 2007:124). Nonetheless, the GEM report (Herrington 

et al., 2008) also highlighted types of entrepreneurs like productive and unproductive 

entrepreneurship. That is to say, there are entrepreneurs who pursue a business opportunity 

and those who are engaged in an entrepreneurial for the sake of been unemployed; such are 

the people being referred to as necessity entrepreneurs. These set of people engage 

themselves with small business for the sake of necessity and not just survival. However, in 

order to successfully create a business model, Factors 3 (communication process), Factors 5 

(value creation) and Factor 8 (effective customer cost structure) significantly affect the reason 

for one to start a business. 

►Formality of a business: Formality has been seen as the process of formally registering a 

business. It was observed that 36% of business owners have a value-added tax registration . It is 

424 I Page 



important that before a person or people start a business, they should formally register their 

business. This enables them to acquire and qualify for any benefits given or due to the business 

owners for example, if the business owner wants to apply for a loan, one of the requirements is 

to request for the business registration number. If the business is not formally registered, the 

business cannot qualify for a loan and as such, it could be the reason why so many business 

owners are unable to receive loan from the financial institution. Therefore, every new and 

existing business should be properly registered no matter how small or big the business is for 

the sake of acquiring its benefit. Thus, with business formality, Factor 1 (communication 

process) and Factor 7 (effective management key resources) have been seen to significantly 

affect the type of business model created . 

►Marketing challenges: Marketing challenges has an effect on the type of business model 

created. For example, competition has enabled the business owners to adapt to several ways of 

running their business. As Ligthelm (2010:144) posit that competition occurs when businesses 

develop an attribute that allows other business to outperform their competitors. In the same 

way, Porter (2008:40) argued that competition is one of the powerful forces experienced by the 

society for improving numerous human conditions. Competition has affected many small 

business owners. Therefore, there is need for business owners to develop strategy that wil l 

enable them outperform their rival businesses. They should do something unique that other 

businesses have not done in order to adapt to today's market challenges. For example, Porter 

(2008:41) identifies the following as methods for creating sustainable competitive advantages: 

like delivering the same service as competitors but at a lower cost, delivering services and using 

different services at a lower cost such as (providing credit to attract customers, longer and 

flexible hours of operation or even giving an extra services without charging but to attract the 

customer). However, with marketing challenges, Factors 3 (communication process and 

effective customer relationship) and Factors 5 (value creation and effective customer 

relationship) has been seen as having an effect on the type of business model used. This is 

because several business owners like to use different methods or ways to run their business in 

order to fight competition. Therefore, small business owners should either adapt to (using 
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flexible hours of operation, giving reduced discount to customers and designing an alternative 

means to satisfy the customers like giving free small samples of a purchased products) or any 

other means. 

►Availability of resources: Not having enough resources to run a business has become a 

concern for many business owners. So far, it was observed that 44.5% of business owners save 

money to run their business. This indicates that majority of business owners struggle to borrow 

money from financial insititution. This may be as a result of too many requirements.Thus, other 

small business owners with insufficient resource can also obtain loan from families and friends 

to grow their business. Therefore, Factor 8 (Effective cost structure) has a significant effect on 

the type of business model created. 

►Worries facing business: A lot of business owners believed that the economic situation is 

a growing concern for the success of their business. 53. 7% have identified this factor as having 

an impact in the way their business operates. With the current economic situation many 

businesses have closed down due to inability to survive the test of time. Business owners 

should ensure that they equip their business with every resources needed for it to grow. 

Therefore it is necessary that business owners seek alternative measures that will enable them 

grow their business. Thus, Factors 1 (Communication process and value creation), Factor 3 

(Communication process and effective customer relationship) and Factor 5 (Value creation and 

effective customer relationship) have been significantly seen to affect the type of business 

model created. 

►Obstacles: Many businesses are faced with several obstacles and South African small 

businesses are not left out. From the study, the following obstacles were highlighted as having 

an adverse effect on the success of the business; limited finance, lack of appropriate residence 

permit, lack of business space, lack of information on business related matters and lack of 

skilled employed. Khosa and Kalitanyi {2014:209) contend that access to finance is a major 

challenge to the successful development of SMEs in South Africa. The inability for many 

business owners to grow their business as a result of limited finance has become a growing 
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concern for business owners. Government should set aside funds and encourage SM Es to apply 

for funding with little interest. They should reduce the rate of high interest giving to people 

who borrow money as this might be the cause business owners do not borrow. They should 

also set aside funds for intending business owners and advise them on certain period they are 

expected to refund the money. By so doing a lot of many upcoming business owners who have 

great ideas but no finance will be qualify to apply. However, Factors 1 (Communication process 

and value creation), Factor 3 (Communication process and effective customer relationship) and 

Factor 8 (Effective management cost structure) all having a significant effect on the type of 

business model created. 

The following items have been observed as the challenges experienced by the business owners. 

These challenges and all the identified Factors have significant impact on the type of business 

models created for both the foreign and indigenous business owners. 

Figure 7.3: Effect of challenges on the type of business model created 

Reason for starting a 

business 

Formality of 

a business 

Source: (own source) 

Marketing 

challenges 
Availability of 

resources 
Worries 

facing the 

business 

7.3.1.3 What social demographic profile affects the type of measures employed? 

Business 

obstacles 

From the data obtained, the business owners identified certain items that affect the type of 

performance measure employed. Below are the findings from the outcome of the result. 
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Table 7.3: The effect of socio demographic profile on the type of measures employed. 

Main objective Findings 

What social demographic profile affects the ► Age group of business owner 

type of measures employed? - Performance measures 

implemented 

► Type of business premises used 

- Customer relationship 

► Gender of the business owner 

- Performance measures 

implemented 

- Customer relationship performance 

measure 

► Years in operation 

- Performance measures 

implemented 

► Nationality of employees 

- Customer relationship performance 

measures 

The table above showed the findings that were obtained from the study. The table indicates 

those aspects that are significantly affecting the performance measures of small and medium 

businesses. Aspects such as age, gender, nationality of employees, years in operation, and type 

of business premises were identified as the items that affect the business owners' 

performances. 

►Age group of the business owner: The age group of business owners is seen as a variable 

that has an effect on the performance of a business. From the analysis done, it was observed 

that 33% of the business owners in Gauteng are aged 30-39 (see Table 5.1) . From t he GEM 

report (Turton & Herrington, 2012:41), a similar variation was observed in that the highest 
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percentage of early-stage entrepreneurs is found in the 35-44 years cohort. This means that the 

most experienced or most suitable age a person has to be before starting or running a business 

successfully in Gauteng is between 30-39 years. The outcome of the result is slightly different 

from the study conducted in 2012. Thus, it indicates that the cycle for SM Es owners is changing. 

However, in order to successful decide on the type of business performance measure 

employed, one has to be between the ages of 30-39, the age at which the person must have 

mastered all the activities of SME both (weaknesses and strength). However, Tengeh et al. 

(2011:13) contend that the younger the business owner is the better their performances would 

be given the level of relevant experience. Based on the ANOVA test at 5% significance, the age 

group of the person has a significant effect on Factor Cl (Performance measures implemented). 

According to Aziz and Mahmood (2011:8920) business performance reflects the perspective of 

strategic management, and is perceived to be a sunset of the broader concept of organisational 

effectiveness. That is to say situations where by the measures or elements that make up 

business activities are well implemented and achieved . 

►Type of business premises used: The type of business premises identified in th is study is 

either the business owner is renting or is the owner of the premises. From the analysis of the 

result, the findings indicate that 72.9% of business owners are renting their business premises. 

This means that the business owners still have to pay the cost for using a premise, which also 

has an impact on the success of the business. Many at times it is easier for business owners to 

rent the premise especially when person is a foreigner without proper permit to live in the 

country. The type of business premises is said to have a significant effect on the type of 

performance measures employed and Factor C3 (Customer relationship measures) proves this 

to be the case. This may be because the business owners do not choose a site or premises that 

suit the type of business they operate. 

►Gender of the business owner: In GEM report (Turton & Herrington, 2012:41), the survey 

conducted around the world has consistently indicated that men are slightly more likely to 

pursue entrepreneurship than women (with only few countries serving as exception). From the 
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findings done, it was also indicated that the percentage of male who are involved in SMEs 

activities are 62% as opposed to the female business owners (see table 5.4). This means that 

there are more male actively involved in SMEs activities than the female counter parts. The 

reason may be that the cultural difference of women to men in the society has caused the 

female counter parts not to actively engage in SMEs. From the GEM report (Herrington & 

Kelley, 2012:41), it was observed that the reason there are more male than female can be 

reflected in cultural aspects and customs regarding women's role in the family and participation 

in the labour force. Since the reason male and female engaged in entrepreneur is to cater for 

their families, there is no reason as to why the male should dominate the business sector. 

Therefore, there is need to say that entrepreneurial activities are for both male and female who 

has the skills and knowledge to actively engage in business. From the ANOVA test performed, it 

shows that Factor Cl (Performance measures implemented) and Factor C2 (Customer 

relationship performance measures) has a significant effect on the type of measures employed . 

►Years in operation: The years of operation can simply mean the length one has been 

involved in the activities of SMEs. In employing a business model performance measures, 

experience has a role to play in that the business owners need to have mastered the choice and 

type of customers that patronize their business and the type of services they give in satisfying 

the needs of the customers. From the findings done, it was established that the average 

number of years one has to be in small business activities is 1-4 years. This should be a period 

where the business owner has actively mastered the type of business, the choice and types of 

customers as well as the needs of their customers. Heilbrunn and Kushnirovich (2007:350) 

believed that the immigrants' entrepreneurs had many years of work experiences before 

establishing their business. This could be an advantage they have over the local business 

owners. However, the ANOVA test indicates that Factor Cl (Performance measures 

implemented) has a significant effect on the years in operation . 

►Nationality of employees: The finding has shown that 61.2% of the foreign business 

owners who participated in the study in Gauteng province are higher than the indigenous 
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business owners (38.8%). This means that there may possibly be more foreign business owners 

than the locals who are involved in small and medium business in Gauteng. As the business 

sector continues to change more and more foreign nationals are becoming engaged with 

entrepreneurial activities probably because of one reason or another or because it is the only 

opportunity to achieve independence in the country. However, the ANOVA test indicates that 

Factor C2 (Customer relationship performance measures) has a significant effect on the 

nationality of the business owners. 

In addition, the type of performance measures employed has a role to play in deciding a 

business model employed by the SMEs. As a business owner, they need to design and 

implement the measures of activities that will satisfy the needs of their customers. They need 

to identify the type of customers that need to be taken care of and be able to provide them 

with their needs. Below is the criteria needed to successfully employ a performance measures. 

Figure 7.4: 

Age group of 

business 

owner 

Effect of socio demographic on the type of measures employed 

Type of premises 

used by the business 

owner 

Gender of 

business 

owner 

Nationality of 

employees 

Source: (own source) 
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7.3.1.4 What is the effect of specific challenges on the choice of performance 

measures employed? 

The effects of specific challenges on the choice of performance measures employed can also 

play a ro le in determining the specific challenges on the performance measures employed . 

From the analysis, the following findings were obtained : 

Table 7.4: The effect of specific challenges on the choice of performance measures 

Main objectives Findings 

What is the effect of specific challenges on ► Formality of the business 

the choice of performance measures - Performance measures 

employed? implemented 

- Customer relationship measures 

► Availability of resources 

- Customers relationship 

performance measures 

► Causes of business failure 

- Customer relationship measures 

- Customer relationsh ip performance 

measures 

The findings obtained from this section are as follows: formality of the business, the availability 

of resources and usual causes of business failure were said to have a significant effect on the 

challenges on the choice of performance employed. 

►Formality of the business: The formality of a business is simply the legal ways of formally 

running a business. Like the registration and accounting procedures requires for a business to 

be legally classified as a SMEs. From the findings, it was observed that 36% of the operating 

SMEs in Gauteng are value-added tax registered . This means that they are eligible to be 

classified as SMEs operators and that their SMEs activities should reflect the process and the 

formal activities required of them. It is however necessary that every business owner intending 
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or existing should try as much as possible to register their business. This will enable them limit 

some of the challenges that every unregistered business owners feel during the process of 

running their activities like if the business owner wants to obtain a loan from the bank, the 

bank will require their legal document in order to know if they have the legal right to operate. 

However, Factor Cl (Performance measures implemented) and factor C3 (Customer 

relationship measures) have a significant effect of the challenges on the choice of performance 

measures employed. 

►Availability of resources: Resources are those tangible and intangible assets a business 

owner has or utilizes in running their business. There have been a limited number of resources 

by many SMEs more importantly the aspect of finance . According to Daniele and Depperu 

(2013:569), resources are what a firm uses to create goods or services. These resources can 

range from physical and tangible to intangible and knowledge-based resources. From the 

findings done, 44.5% of the business owners said they obtained their resources from the 

savings either to start their business or to grow it. For example in Khosa and Kalitanyi (2014: 

209) it was identified that the immigrants usually arrive from with little savings from their host 

country. Some of them may decide to start a business with it or even earn more through 

unskilled labour to grow their business. From the findings done, Factor C2 and Factor CS 

(Customer relationship performance measures) are said to significantly affect the challenges on 

the choice of performances employed. 

►Causes of business failure: There are number of variables that can cause a business to 

fail. Causes like lack of manager experiences, lack of finance, poor location, communication 

skills and unexpected growth are identified as causes of business failure. Thus, from the finding, 

31.3% of business participants identified that the main causes of business to fail is lack of 

financial backing. Supporting this is Nieman, Hough and Nieuwenhuizen (2003:32) and Khosa 

and Kalitanyi (2014:209) who posit that the most difficulty experienced by small business 

owners is access to sufficient finance for successful development of small, medium and micro

enterprises in South Africa . Many SMEs business owners have ideas on how to grow their 
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business but suffer from lack of finance . This has become a huge problem for many small and 

medium businesses. Therefore, there is need that government should made funds available and 

provide information on how the business owners can access funds for their business. They 

should also reduce the strict requirement needed to obtain loan so that it will become 

accessible to many business owners. However, Factor C3 (Customer relationship measures), 

Factor C4 and Factor CS (Customer relationship performance measurement) are said to have an 

effect on the specific challenges on the choice of performance measures employed . 

The following diagram summaries the effect of the specific challenges on the choice of 

performance measures employed. 

Figure 7.5: Challenges on the choice of performance measures employed 

Formality of a 

business 

Availability of 

resources 

Causes of 

business failure 

Source: (own source) 

7.3.1.5 What is the effect of socio demographic profile on how the entrepreneur 

ensures the success of SM Es? 

A number of variables have been identified to affect the socio demographic profile on how the 

success of an entrepreneur is ensured. The findings from these variables are seen below: 
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Table 7.5: The effect of socio demographic profile on how the entrepreneur ensures the 
success of SMEs 

Main objectives Findings 

What is the effect of socio demographic ► Age group of business owners 

profile on how the entrepreneur ensures ► Type of premises 

the success of SM Es? - Ensuring the success of SM Es 

► Gender of the business owners 

- Ensuring the success of SM Es 

►Age group: The effect of age on SM Es tends to be very similar throughout the objective of 

the study. The findings indicated that 32.8% of participants are the ages of 30-39 years. This 

could mean that the individuals at the age 30-39 have the required skills and knowledge 

needed to successfully run small business. It can also be seen that many of them are very 

confidence to engage themselves in SMEs. According to GEM report Herrington and Kew 

(2012:33) add that entrepreneurial activity is much higher between the ages of 25 and 44 

slightly above the age used in t his study. According to them, these individuals may have 

accumulated resources like networks, personal savings and that they have access to other 

financial resources. That is to say these young people often have no credit history or assets to 

serve as collateral in order to secure loans from financial institutions. Again it may be that these 

people of this (30-39) age may be a little less established in a career that may offer high salaries 

and peak (or less opportunity) or may have fewer financial obligation to support (Herrington & 

Kew, 2012:33). However, from the findings, it can be noticed that no factor was revealed to 

have directly affected the age of business. 

►Gender of the business owner: Again the same similar thought have been observed on 

the effect of gender on the objectives of the study. It can be notice that gender has an effect of 

socio demographic on the success of an entrepreneur. It was obtained that 62% of male 

operate SM Es in Gauteng as opposed to 38% of female. According to GEM report (Herrington & 

Kew, 2012:34) it was seen that women face greater difficulties in becoming entrepreneurial. 
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The reasons could stem from the fact that they are more engaged in higher levels of domestic 

responsibility, lower levels of education (especially in the developing countries), lack of female 

role models in the business sector, lack of capital and assets, fewer business-oriented networks 

in their communities, lower status in society and culturally-induced lack of assertiveness and 

confidence in their ability to success in business. All these factors may have caused women 

from been active in entrepreneurial activities. However, Factor D3 (ensuring the success of 

SM Es) have been seen to affect the socio demographic profile of the success of SM Es. 

►Type of business premises used: As discussed earlier, a business premises can be seen to 

have an effect on the socio-demographic of SM Es success. Business owners need to identify the 

premises that will not negatively affect their business success as well as performances. They 

should be able to conduct a need analysis before embarking on the use of the premises. 

However, Factor D3 (Ensure the success of SM Es) have also been found to have an effect on the 

success of SM Es. The diagram depicts the socio demographic profile of business owners. 

Figure 7.6:Effect of socio demographic profile in ensuring the success of SMEs 

Age of business 

owners 

Source: (own source) 

Type of Gender of business 

owners 

7.3.1.6. What specific challenges that affects the success of SMEs? 

From the findings obtained, certain variables have been identified to have a significant effect on 

the specific challenges that affects the success of SM Es. Such as: 
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Table 7.6: The specific challenges that affect the success of SMEs 

Main objectives Findings 

What specific challenges that affects the ► Formality of the business 

success of SM Es? - Ensuring the success of SM Es 

► Marketing challenges 

- Ensuring the success of SM Es 

► Allocation of resources 

- Ensuring the success of SM Es 

The data obtained from the analysis of the study indicates that there are specific challenges 

that affect the success of SM Es. 

►Formality of the business: As discussed previously, formality of the business indicates the 

legal procedure every business owner need to follow in ensuring the success of SMEs. Both 

intending and existing business owners should make sure they are actively involved in small 

business before formalize their business. This will enable them access to every opportunity 

accorded to SMEs. However, Factor 1 (Ensuring the success of SMEs) has been seen to affect 

the success of SM Es. 

►Marketing challenges: There are several challenges that affect the success of SM Es. Some 

of these challenges are lack of financial support, language barrier, and lack of government 

support, crime and many more. But from the identified challenges, 55% of the business owners 

argued that their biggest challenge is competition. Competition has affected a lot of small 

business. Habiyakare et al. (2009:65) argued that tough competition has a great impact in the 

growth of an entrepreneur. This can affect the success of SMEs. However from the ANOVA test, 

it was seen that Factor 1 (Ensuring the success of SMEs) has an effect on the type of business 

model created. 
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►Allocation of resources: Daniele and Depperu (2013:567) argued that SMEs suffer from a 

number of major resources to meet the challenges of the new business environment. Such 

resource can be in the form of loan from financial institution, loan from family, personal savings 

and others. Availability of resources for small and medium business has a major advantage in 

that it will help grow the business. Business owners must ensure that all resources that are 

within their reach should serve the purpose which it is expected to serve. However, Factor 1 

(Ensuring the success of SMEs) has been identified to have a significant effect on the specific 

challenges that affect the success of SM Es. 

Below is the diagram to represent the specific challenges that affects the success of SM Es 

Figure 7.7: The specific challenges affecting the success of SMEs 

Formality of business Marketing challenges Allocation of resources 

Source: (own source) 

7.4 MAJOR FINDINGS FROM THE QUANTITATIVE DATA 

The questionnaire that was used for the quantitative findings were 67 questions across all four 

sections. The questionnaire summaries are randomly selected across all the sections. The 

following are the summaries obtained from the quantitative approach: 

► It can be noticed that the average number of both foreign and indigenous business 

owners in Gauteng who operate small businesses are 30-39 years of age (Age) 

► More than 60% of male (foreign and indigenous) business owners operate small 

businesses (Gender) 
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► The reason for starting a business among business owners is because they want to 

achieve independence (Achieve independence) 

► The business owners agreed that there are limited resources available for them to start 

their businesses (Availability of resources) 

► It was noticed that the business owners only obtained Grade 8-12 qualification. This is 

not sufficient for someone to start or run a small business (Highest qualification). 

► Majority of the business owners operate in retail sector (Nature of business) 

► The choice of business location can affect the type of business they operate if it is not 

well selected as it can hinder the success or even failure of the business (see figure 7.7 

for drivers of business location) 

► More than 70% of the business owners rented their business premise (Business 

premises) . 

► The business owners contend that the causes why their business fails is because of lack 

of financial backing 

► 60% of businesses are owned by the foreign nationals 

► It can be said that majority of business owners formalized their business through value

added tax registered (Formality) 

► Both foreign and indigenous business owners agreed that competition is their biggest 

marketing challenges. 

► Majority of business owners have been in business for 1-4years 

► The current economic situation has become the biggest worry facing the business 

owners 

► It was observed that the biggest obstacles facing the business owners are limited 

finance. 

7.5 SUMMARY OF THE QUALITATIVE STUDY 

The study was conducted using mixed method approach. The qualitative approach (interview) 

was used to obtain idea from SMEs business owners (foreign and indigenous) on various 

business models used to conduct their business. The interview questions were structured into 

439 I Page 



four different sections consisting of 26 questions which provide insight from the business 

owner's ideas on business models performance measures used and framework for the study. 

The following were the findings drawn from the overall qualitative method: 

There were a number of obstacles that affect both the foreign and indigenous business owners 

which were identified from the study. Among these challenges include: 

7.5.1 Obstacles affecting the foreign and indi~enous business owners 

Table 7.7: Obstacles affecting both foreign and indigenous business owners 

Business obstacles 

Obstacles affecting the foreign 

and indigenous business owners 

Findings 

✓ Competition 

✓ Economic situation such as Inflation, rental policy 

and valuation of currency 

✓ Lack of fund / access to credit 

✓ Lack of government support on SM Es 

✓ Xenophobia 

✓ Immigration policy 

✓ Giving customers too many credit 

✓ Trade unions problems 

✓ Too many foreigners into the country 

✓ Differentiating business capital from personal 

money 

✓ Poor management skills 

►Competition: Competition has been identified as one of the biggest challenges faced by 

the foreign and indigenous business owners' experience. Competition arises as a result of a 

business using better strategy to run their business than any other strategy. Competition occur 

when a customer prefer the choice of a particular product or business owner than the other. 

4401 Page 



Business owners should ensure that certain actions are taken in order for them not to be out of 

business. They should engage continuously in different strategies that will enable them rema in 

in business. These may include: 

Become knowledgeable about the market and the surroundings, (that is become 

rooted in your type of business and find a way to bring out the best) 

Become familiar with the different types of customers you have and how to satisfy 

their needs 

Be up to date with your products (i.e. have variety of goods) 

Reduce prices (discount or percentages) 

Try to be flexible in terms of your decisions 

Build a good relationship with your customers 

Make sure you are innovative with your product or services (i.e. create your own 

design). 

In support of this, Badenhorst-Weiss and Cilliers (2014:18) argued that small business owners 

can achieve a competitive advantage by differentiating themselves through provid ing a unique 

value package, including low prices, product leadership and customer intimacy. 

►Economic situation such as (inflations, rental and currency valuation): 

Economic situation is a continuous process in today's economy. It happens intermittently and is 

felt by almost every person . It arise as a situation where there is a change in the monetary 

value, either the price of international good has gone up or even down or even the local 

production as the case may be. Business owners do not have control over this, all they need to 

do is prepare their mind for things like this and not be taken unaware. In order to beat or fight 

inflation, business owners should: 

Be aware of the economic situation and know how their customers feel. 

They should seek other options or places where they can stock goods 

Cultivate the habit of buying goods in quantity 

Use mark up prices 
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Government should also try to support the SMEs by injecting money into the 

economy for small businesses. 

•For the rental policy: The immigrant business owners identified this as a challenge. 

Therefore, they should ensure that there is a long and legal agreement for renting the 

premises. This will enable them to plan ahead of time before the lease expires. They should 

also try to have a separate savings for the cost of rental in order to avoid sudden spending or 

been taken unaware. That is to say they must set aside money for renting a premise on a 

monthly basis after stock has been done. 

•Currency valuation: Again, this aspect has been identified by the foreign business owners. 

Currency valuation can affect every business owners directly or indirectly but more especially 

the business owners who are into import and export. Here, business owners have to prepare 

their mind about the changes in the world of business. They should try to import more goods 

during the time when they believe the va luation is good. This will also give them more time to 

save as well as have extra stock aside should the valuation happen soon. 

► Lack of fund or access to credit: Without money it is difficult to run a business. Many new 

and existing businesses suffer from lack of fund. A business owner may have a good idea on 

what to invest or how to grow their business but may have limited or no money to carry on the 

plans. Not having money to invest or implement your ideas, profit or perceived opportunity has 

become a great concern for many upcoming and existing entrepreneurs. More so, some of 

them may have the right goods or the right business skills but the inability to grow the business 

because of insufficient funds becomes a problem. Therefore in order to assist business owners 

to start and grow their business they should : 

Try to belong to a social network group. This social network group can provide the following for 

the business owners: 

Access to information 

Access to financial capital 
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Access to information, help and trust like serving as a grantor to any financial or private 

institution or persons 

Access to resources too. 

Banks should reduce their strict loan conditions in order to favour both parties involve. 

They can even use the demographic factor (from government data base) in evaluating 

the risks involve with business owners. 

Government should make provision for an access for little loan like R10, 000 to enable 

people to pay up, especially with the very small businesses. 

In the event where it is difficult for banks or financial institution to give access to credit, 

Bewaji and Yunxuan Han (2015:721) suggest that the following should be applied; (a) 

Information on the education level of the business owners to decide the intelligence and 

hopefully the chance of the business owner being a good debt. (b) Prior industry 

experience like if the business owner have sufficient knowledge of the market as well as 

operation processes. Access to credit should be granted for this individual. 

Financial institutions should reduce default risk of small business loans. 

Thus, Bewaji and Yunxuan Han (2015:719) add that a key factor in attaining success in starting 

business is the ability to utilize social networks, especially social ties that do not involve family 

and friends or even religious groups or local ethnic groups. With these social ties, people can be 

able to interact with one another, serve as a link between one person to another and even 

organization . 

►Lack of government support: Small business owners believed that government have not 

yet dedicated support to their businesses. That government always acknowledges the impact 

small business brings to the economy but they have not yet provide sufficient information, 

assistance or guidelines on how to help them. Therefore there is need for the government to 

open up centers (maybe use community centers) that will assist small business owners on how 

to grow their business. They can also integrate entrepreneurial skills into the schooling system 

where young people can be taught on how to start and run a business. 
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►Xenophobia : According to Crush and Ramachandran (2009:5), xenophobia is viewed as 

attitudes, prejudices, and behaviour that reject, exclude and often vilify persons based on the 

perception that they are outsiders or foreigners to the community, society or national identity. 

Xenophobia often occurs around the premises that are prevalent with foreign businesses. 

Foreign business owners views this as a biggest challenge that have cripple their business and 

has made a lot of them fearful of establishing or expanding their business to other places. 

There are several causes of xenophobia such as: 

i) Unemployment: Where citizens are without jobs and they see the foreigners who 

have business as a threat. 

ii) Crime zone: It is also caused in the area where crime is high. That is a situation 

where the rule of law is not been recognized . 

iii) Jealousy or greed: The act of greed brings about jealousy. Jealousy occurs when the 

citizens see the foreigners progressing in their type of business. They become angry 

and try to attack them. 

iv) Economic harm: According to Crush and Pendleton (2004), Solomon and Kosaka 

(2013:10), the indigenous citizens believed that foreigners cause economic harm to 

South African citizens. Whilst some of the South African citizens are living in shacks, 

poverty or uncertainty. The foreign nationals will be busy doing business and living 

in good condition. This has brought about pains to the local people thereby pushing 

them to fight the foreigners. 

v) Hatred and bitterness: According to Solomon and Kosaka (2013 :11), it is always easy 

to turn the foreigners or immigrants into scapegoats because of the feelings South 

African blacks have towards unfulfilled expectations for their long struggle for 

democracy. 

In order for xenophobic attack to reduce or been eliminating from future occurrences the 

following should be done: 
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There should be adaptation between the foreigners and the locals. That is a situation 

where the foreign and indigenous business owners blend together in running business. 

The foreign business owners should include the locals when they want to establish or 

start a business. 

The foreigner business owners should employ more indigenous people to manage their 

business. 

They should also encourage open communication among themselves (between foreign 

and local business owners) . 

Foreign business owners should also try to establish their business in a low crime area in 

order to blend with the locals. 

Both foreign and local business owners can form social network together. 

Government should create awareness to the citizens that foreigners have a definite 

potential to contribute to the local economy. 

The government should improve teaching about Africa in schools and institutions of 

higher learning not only in history and geography but also in subjects about culture, 

language and current political and socio-economic activities (Mogekwu, 2005:6). 

►Immigration policy: Immigration policy affects only the citizens of another country who 

lives or resides illegally in a country. For immigrants who want to set up a business, their 

starting point is to learn the system of the country, know the business regulations and legal 

processes or legal requirements of starting a business. If possible try to understand the people 

or learn the language. They should also try to understand the environment in which they intend 

to start the business. It is necessary for them to also obtain information on borrowing money 

from the bank or financial institution. As Bewaji and Yunxuan Han (2015:722) posits that it is 

difficult for non-citizens to start a business and access different sources of funding owing to 

several disadvantages. Some of the funds are only available to nationals, limiting the chances of 

non-citizens hlinorities. Immigrants who enter the country with a different status and later 

decide to start a business should also try as much as possible to change their status to suit their 

current stay as it may sooner or later affect their development or growth of the business. 
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Therefore, there is need for every immigrant to adhere to the immigration policy of the country 

they reside. 

►Granting customers too many credit: Business owners both the foreigners and locals 

should ensure that they follow processes in granting credit to their customers. They should not 

just give access to credit because a person is their friend, neighbour or family, rather they 

should try to obtain personal information from the customers and follow the right procedure in 

giving credit to their customers. 

►Trade unions: There are several reasons why people or business owners join trade unions. 

Depending on the decision or the choice one made before joining a union, one should try as 

much as possible to fulfill that decision or choice. Trade unions do not come to people rather 

people go to them because of the benefits they give. Therefore, if one wants their business to 

get all the right of a trade union, they need to be up to data with their dues. Business owners 

should always bear in mind the benefit of joining trade unions or the end product and set aside 

funds that would be used to service the union in order to get their entitlement. 

►Too many foreigners in the country: Many indigenous business owners feels threaten 

that a lot of foreigners are in the country doing business. As a business owner, there is need for 

one to integrate among the fellow individuals. Sometimes when you integrate, you learn things 

that you do not know or you obtain information that you are not aware off. In order to succeed 

as a local business owner, there is need to integrate among the foreign business owner. Try as 

much as possible to communicate with them or even join their social network by so doing they 

will be able to know things or secrets to succeed in business if they are becoming a threat to 

them. 

►Differentiating business capital from personal money: Business owners should make a 

habit of knowing when they exceed the money they have and using their business money. This 

is a skill and training one needs to obtain. For every cent made has a purpose and until the 
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business owner is able to realize that money made cannot be spent until a proper account is 

made, it will become easier for them to handle. Therefore business owners should make it a 

point to record every income and expenditure that occurs and try to balance both to know 

where there are deficiencies. 

►Poor management skills: The need for business owners to acquire knowledge that will be 

used to start and run their business has become a concern. Despite the training programs 

available or the desire to acquire skills that would be useful in running the affairs of the 

business it has become a problem for many intending and existing business owners to achieve. 

Mohammed and Analoui (2003:367) found that managerial problems are root of the most 

frequently voiced reasons for the failure of the SMEs in developing countries. Since business 

owners or managers play a crucial role in the success of the business, there is need to 

encourage and provide them with opportunities to attend management training programs. 

Jayawarna, Macpherson and Wilson (2006:668) posit that management development programs 

are concern with a conscious and systematic process to control the development of managerial 

resources in the organization for achieving work goals and objectives. That is in order for a 

business owner to be successful; there is need that they engage themselves with proper 

training that will yield better results. This training can only be obtained through formal learning. 

In order to become successful in the world of business, business owners should continuously 

engage in formal training to acquire skills that will enable them operate their business. With 

this training, it would give them the opportunity to master certain skills needed to manage both 

within and beyond the business, functional or task-based skills (such as marketing, health and 

safety around business premises, accounts and administration), technical skills, strategic 

management abilities and relationship skills (Jayawarna et al., 2006:669). Additionally, 

Mohammed and Analoui (2003:369) said that it is necessary to provide training experience for 

those who want to set up a new business by developing internships or on-the-job training 

programmes. Government should also try to offer free training assistance to business owners 

knowing that it would benefit the country in the later stage. Some business owners may be 
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interested in further training but the fear that it involves money scares them away from 

participating in the skill programmes. 

In exception to the obstacles experienced by these business owners. The study discussed the 

strength used by the foreign business owners that made them outperform the indigenous 

business owners. This can bring about solutions that woud enable the indigenous business 

owners to succeed in their small and medium business activities. 

7.6 BUSINESS MODELS USED BY THE FOREIGN BUSINESS OWNERS TO THE 

LOCALS 

Table 7.8: Business Model Outperformance 

Strengths Findings 

Strengths used by foreign ✓ Lay-bye 

business owners ✓ Being up to date with customer needs 

✓ Credit availability 

✓ Create streams to entice customers (eg 

room for negotiation, on time deliver etc.) 

✓ Discount prices 

✓ Need analysis 

✓ Effective networking 

✓ Share information and offer help 

✓ Long hours of business operation 

✓ Budget 

✓ Group purchasing power 

✓ Stocking 

✓ Business location 
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►Lay-bye: Lay-bye has been seen as strength used by the foreign business owners to grow 

their business. This particular skill should also be used by the locals as well as other intending 

and existing business owners. Lay-bye is simply the ability to get a customer to commit to a 

product or service. Here there is no interest charged on the item. Business owners who wish to 

use this skill should ensure they apply the conditions attached to lay-bye. By so doing a lot of 

customers who wish to obtain products or services will be committed to buy the goods or 

products. 

►Being up to date with customer needs: Indigenous business owners should always ensure 

that they familiarize themselves with the trends around their business especially when a 

customer desires something that they do not have. They should try as much as possible to get 

the product readily for the customers and inform them about it. They should also try to use 

their knowledge to convince the customers to buy the product. Customers need to see that 

what they hear is real. They do not want to waste their money for something that does not 

have value for their money. So if a business owner decides to use this strength they should 

apply wisdom in doing so. 

►Credit availability: Access to customer credit is also necessary as long as certain rules are 

put in place. Indigenous business owners should allow their customers to buy good on credit. 

They should even inform them that they can give them the particular goods on credit to pay 

later if possible and whilst they accept they have to apply the policy. They can even decide to 

give the customers percentages if they pay within a short time. This will draw the customers 

into wanting to settle the credit earlier than expected. 

►Create streams to entice customers (e.g give room for negotiation, on time deliver etc.): 

Here the local business owners should try to use different strategies to sell their products. They 

can declare unexpected or unplanned sales for their customers to attract more people. When 

they do this some customers will always form the habit of checking regularly on the business 

owner to know when a future sale takes place. They can also allow the customers to negotiate 
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on their choice of goods or type of service they need, and work hard to satisfy or provide them. 

Nevertheless, there is need that goods should always be delivered on time as at when needed. 

►Discount prices: Indigenous business owners should always use discount to draw their 

customers close. They should do that by reducing as little as a cent on the product. Customers 

will appreciate the love you have shared knowing that the cent is nothing but believing that one 

day the business owner will apply a befitting discount. Again if the business owner has 

customers who buy stocks from them, the customers should be encouraged to buy the goods 

while assuring them of discount or even when they want to pay surprise them by giving them a 

discount. 

►Need analysis: When customers are at your business premises, it is always good to 

introduce them to other varieties of product or even suggest styles for them (for those in 

service sectors). They may not necessarily buy your idea but the thought of it will always remain 

with them. By so doing, you are trying to market your products. Also ask them their choice of 

product or services and try to provide it for them. 

► Effective networking: Networking is a good strategy for business owners. Reasons 

because it provides a means for business owners and customers to relate freely with one 

another, to share experiences and exchange knowledge, obtain access to new distribution 

channels, acquire capital to support their business, gain ideas on funding structures, serves as a 

means to provide competitive advantage for the business and many more. De Klerk and Kroon 

(2008:25) add that business network is a process that requires management with a unique 

application in different circumstances. It brings about repeated transactions from customers, 

job creations and access to information and opportunities De Klerk and Kroon (2008:25) and 

Baker (2000) . Indigenous business owners should try as much as possible to join a network 

whether in their line or business or not. This network will enable them obtain information on 

where to buy quality products, how to service their customers, how to grow their business or 

even link a customer to a business owner and many other benefits that network gives. De Klerk 

and Kroon (2008:27) suggest that when deciding or building a network, the business owner 
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should build a network that supports one's own personal and professional needs and goals. In 

that way one would be able to see the benefit of business network. 

►Share information and offer help: Information can be useful if properly used for business 

benefit. Indigenous business owners need to learn how to share information among themselves 

or even with the foreign business owners. They need to ask them where and how they buy their 

good at a reduced rate by so doing they will adapt the process and implement in their business. 

The local business owners should master the skills of friendliness with their customers and offer 

them their service. When a customer sees that the business owner is friendly they are always 

willing to patronise the business. 

►Long hours of operation: This has become another strong advantage foreign business 

owner's use against the locals. The indigenous business owners should try as much as possible 

to stay longer than expected in their business activities. They should go beyond the expected 

working hours like opening early and closing late for their business to grow. If customers see 

that they can always buy their items no matter how long, they will always patronize the 

business. By so doing they are able to develop strong tights between them and their customers 

as well as obtain more profit from the business. 

►Budget: Budgeting is a skill one need to develop as a business person. One needs to know 

when he/she exceeds their limit. As a business owner there is need to always record your daily 

income and expenditure by so doing you are cultivating the habit of budgeting. Knowing when 

to spend and when to invest will help the business owner to budget. It will also help them 

maintain how they spend and only utilise their money when important problem or issues arises. 

►Stocking and group purchasing power: Another business strength used by foreign 

business owners is to stock. Stocking is the accumulation of goods for future use. As a business 

owners, stocking will help you reduce cost and maintain high profit. Whenever you stock, it 

makes you not to lose your steady customers. No customer will come to buy from you and the 

next thing you will tell them that the goods are finished . The next time they will not even come 
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or ask you knowing you will not have that product they need. It is always advisable for the 

business owner instead of wasting money on irrelevant things to always use the money 

judiciously in buying more goods that are on regular demand. By so doing they are gaining their 

customers confidence while at the same time growing their business. 

►Business location: Business location can be a challenge to both foreign and indigenous 

business owners. However, the foreign business owners identified this skill as a strength they 

use to start their business. Location has been discussed earlier in the study but then it is 

important for business owners to know how to choose a location that will favour their business. 

Choosing a location is difficult for intending business owners. The intending business owners 

should ensure that proper care is taken before choosing a suitable location . The key structure in 

choosing a business is dependent upon the nature of business and the choice of intending 

customers. Fakoti and Garwe (2010:731) contend that location has serious market potential 

and growth opportunities of new businesses. According to Mariotti and Glackin (2012:492), 

business location should be one that has the following characteristics: access for customers; 

access to suppliers; climate and geography; convenience; cost of facilities (rent, constructions 

etc); demographic economic conditions and business incentives; government regulations and 

laws; labour pool; proximity to competition and visibility. Therefore for an intending business 

owner, the following drivers should be useful when choosing for a business location . 

Figure 7.8: Drivers of business location 

Availability and accessibility Quality (good site/ less crime) 

' 
Flexibility Cost (premises/staff/products) 

Source (Adapted from Spee & Douw, 2004:30) 
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7.7 TOWARDS A BUSINESS MODEL FRAMEWORK FOR SMEs IN GAUTENG 

The need to develop a frame work for business owners in Gauteng province is absolutely 

necessary because more and more people are immigrating from the rural area as well as from 

other countries to reside in Gauteng and as a result they intend to start their business because 

of lack of unemployment and povverty. It is necessary to develop a framework that will assist 

the business owners to achieve competitive advantage. This business model framework will 

enable the small and medium businesses both intending and existing businesses to successfully 

drive their business into achieving competitive advantage. The model was obtained from the 

strength of the quantitative and qualitative data of the study. For a business to become 

successful, there is need that proper guideline should be followed in running their business. 

This guideline will serve as a checklist for the business owners and the use of it will encourage 

intending people who wants to start their business to have something that will always lead 

them towards a starting point. Below is the framework that was developing for the successful 

business operations in Gauteng province. 

453 I Page 



F
ig

u
re

 7
.8

: 

45
4 

I P
a

g
e

 

B
us

in
es

s 
M

o
d

e
l 

F
ra

m
e

w
o

rk
 f

o
r 

S
M

 E
s 

in
 G

au
te

n
g

 P
ro

vi
n

ce
 

C
re

a
ti

n
g

 V
a

lu
e

 

C
a

p
tu

ri
n

g
 V

a
lu

e
 

C
o

st
 S

tr
u

ct
u

re
s 

Su
st

ai
na

bi
lit

y 

B
us

in
es

s 
V

al
ue

 
En

ha
nc

er
 

R
ev

en
ue

 E
nh

an
ce

r 

N
at

ur
e 

o
f b

us
in

es
s 

(e
.g

: R
et

ai
l,

 
w

ho
le

sa
le

, s
er

vi
ce

s 
an

d 
m

an
uf

ac
tu

rin
 

B
us

in
es

s 
lo

ca
tio

n 
(e

.g
: r

en
te

d 
o

r 
ow

ne
d

) 

E
du

ca
tio

n 
or

 T
ra

in
in

g 

R
es

ou
rc

es
 

e
. 

: l
oa

n 
an

d 
ca

 
ita

l 

N
ee

d 
an

al
ys

is
 (

ch
o

ic
e 

o
f p

ro
du

ct
) 

K
no

w
le

dg
ea

bl
e 

ab
ou

t t
he

 c
us

to
m

er
s 

(N
ee

d 
an

al
ya

ls
) 

Ef
fe

ct
N

e c
om

m
un

ic
al

lo
n 

an
d 

C
us

to
m

er
 

an
d 

Sa
tis

fa
ct

io
n 

M
ar

ke
t 

P
ric

es
/v

al
ue

 

G
en

er
at

e 
in

co
m

e 
(s

al
es

/s
er

vi
ce

s)
 



Since the goal of a business is to create and capture values for their customers' needs to be 

meet, there is need to look into this framework to help assist and support the immigrants and 

indigenous business owners in their day-to-day business functions. In the first section, to create 

value will help inform existing and intending business owners on how to identify the areas of 

needs that will boost their skills in running a small buisness. To do this a feasibility study need to 

be done. For example, if one decides to start a retail business, the first step is to identiy the 

targeted customers. This can be possible when the type of location is known. The next point is 

to find out if the person has sufficient skills and knowledge on the type of business they want to 

start or are running and then try to gather their resources together to grow the business. At this 

stage a need analysis need to have taken place. 

In capturing value, there is need for business owner to become knowledgeable with their 

market as well as their customers. They can do this by conducting a need analysis and 

frequently interacting with their customers to obtain information needed to grow their 

business. Having a good customer relationship can also give an insight into the choice and needs 

of the customers by so doing the customer support and satisfaction will be achieved . 

As a business owner, they need to grow their business is desired. Therefore, business owners 

should create certain elements in their business (business enhancer) like granting credit 

facilities, giving discount sometimes, allow customers to lay-bye that is paying instalmentally to 

boost their business. In order to successfully operate these things, there should be frequent 

plan in place as well as need analysis progress that will enable the business owner to 

successfully grow their business. 

Once a business is in place, certain strategies or skills need to be followed in order to ensure 

that the business is running (business boosters). Here, the business owners need to constantly 

ensure that they have sufficient goods. They can do this by buying in stock as well as being up to 

date with the trending needs of the society and their customers especially. They can also belong 

to network groups and social groups where information and support can be acquired. 
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Finally, the need for business to grow is important. Therefore, business owners should pay good 

attention to their revenue enhancer. That is to say, they should try to create a good business 

model that can bring about sufficient profit and not loss. They can do this by constantly 

revisiting all the business model process (value creation, value capturing and performance 

measurement) to see where they fall short and make amendment. When this is done, more 

branches will be established and more employment created. That is to say the business is 

growing. 

7.8 LIMITATIONS OF THE STUDY 

Limitations of the study are applicable to every research study. Every researcher experiences 

one shortfalls or another. In this study, several limitations were experienced by the researcher 

from the beginning to the end such as: 

► The fact that there is no up-to-date information regarding the number of SMEs taking 

place in Gauteng made it difficult to generalise the information obtained. 

► Most interviewees do not know anything about using a business model to run SMEs. 

They have no idea on using any process or steps in starting a business. This was difficult 

as they could not relate to different models used. 

► Conducting similar studied in order province may add new results to several business 

models used by SM Es in South Africa. 

► Some of the business owners involved in this study did not know much about business 

model performance measures. 

► The study was compiled based on ideas and opinion of the participants which could be 

subjective and restrictive in generalisation. 

► As a result of distance problem, financial restriction and number of SMEs, the 

researcher interviewed 57 SM Es only from the three metropolitans in Gauteng province. 

► There were always clashes between interview appointments by the business owners. 

Some of them complained about their business operating time while others were more 

interested to attend to their customers during the time of the interview. 
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► The subject source of data evidence has to be collected from a quantitative approach in 

order to compensate for the interview sources. 

► The fact that in some locations there were more foreign nationals than local business 

owners operating a small business has made more foreign business owners to 

participate in the study. This is a concern as more study need to be done in order to 

equate the numbers and come up with sufficeint ideas. 

► Some of the business owners asked that the researcher leave the questionnaire with 

them to collect later. Some lost the questionnaire on that process making the 

researcher start all over. This takes time as well as costs. 

► Finally, the researcher will have to make use of the responses the immigrant and 

indigenous business owners provided without ascertain whether or not they are actually 

telling the truth about different business models used to successful achieve business 

performance. 

7.9 RECOMMENDATION FOR FURTHER WORK 

In conducting this type of research for future, demands much preparation, patience and 

hardwork. The reason has been that the study deals with an area where there is no known 

number of people that participate in running SMEs business (either the indigenous or foreign 

businesses owners). Entrepreneurship is a well-known area that affects every aspect of 

individual and societies at large. Due to the nature of this type of study and the various 

instruments used, it is therefore necessary to attend to some of the aspects that emerged 

during the course of the study. These include: 

► The intending business owners should seek financial assistance from the SMEs agency 

or private financial institution or even from bank before starting their business. 

► The government must create centers that can assists business owners at different 

communities with various problems encountered in starting and running a buisness. 

These centers will also provide help to intending business owners. 
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► From these centers, advice can be obtained on the management of a small business for 

intending and existing business owners. 

► The business owners should undergo some business training on how to manage and 

grow a business or in the course of running the business. 

► There is need that government should introduce a subject on entrepreneurship for the 

school children where they can learn basic skills on how to start and manage a 

business. This will enable them have basic ideas and the intricacies of SM Es. 

► There is need to expand the education curriculum in schools, in order to develop skills 

and positive attitudes that will impact on the people towards improving the 

entrepreneurial activities. 

► Since SMEs are not only run by the indigenous people, there is need that the 

government should improve teaching about Africa in schools and institutions of higher 

learning not only in history and geography but also in subjects about culture, language 

and current political and socio-economic activities (Mogekwu, 2005:6). 

► Further research should be done in the area of finance to determine how and what 

source needed to assist the business owners in running their business. 

► Intending business owners are often confused on the nature of business to embark on . 

The most important thing is that there shou ld be sufficient funds to start any type of 

business and further research could be conducted to determine in which sector of 

business needs more attention. 

► For the foreign business owners running SMEs, there is need that government should 

encourage them by allowing them access to funding or provide certain centers where 

they can access sufficient funds to successfully run their business. This can generate 

more jobs for both the locals and the foreign nationals and eliminate the issue of 

jealousy amongst the people. 
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7.10 AREAS FOR FUTURE STUDY 

Based on the investigation conducted on this study, there is need to focus on the following 

areas in order to grow, develop and strengthen the SM Es in South Africa and also to help break 

the barriers that the immigrants and indigenous SMEs owners face while operating there 

business: 

Further research may include the need to focus more on financial support structures for the 

immigrants and indigenous business owners. Many of these business owners have potentia l 

business strategies and plans but lacks financial assistance to grow the business. 

Since unemployment is on the increase, further research might also look at tra ining and 

developing the existing and new business owners teaching them on various business models 

that can also be used to strengthen their business in order to expand and grow it for more 

people to be employed. 

Further research might also include identifying significant cultural element from the immigrants 

successfully business owners and use it to develop the local business owners with better 

business goals that will assist them build their business. 

7.11 CONCLUSIONS TO THE STUDY 

This chapter (7) presented the summary of the entire findings from Chapter 1 to 6 addressing 

the research questions and objectives. The research questions were answered indicating the 

obstacles that business owners where experiencing while running their business as well as 

highlights different factors that causes the foreign business owners to successfully outperform 

the locals. In the light of the study, it was seen that there are certain business models used by 

the foreign business owners to outperform the locals. In the sub objective of the research, it 
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also highlights a different item that needs to be employed before carrying out a business model 

or performance for the small and medium businesses. 

The major contributing factor to this study are the steps that guide the intending business 

owners in starting a business as well as the business model framework for Gauteng province 

that also guides the business owners towards successfully running a business. The application 

of this framework would work successfully if the business owners constructively abide by the 

identified process. This can be replicated to other provinces where similar problems occur. 
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ANNEXURES A: RESEARCH QUESTIONNAIRE 

A Framework for Enhancing Business Model Performances of Indigenous and Foreign

owned SMEs in Gauteng Province 

Dear Respondents, 

My name is Prisca Omanukwue with student no. 27003914. I am a PhD student at 

Northwest University Mafikeng Campus. I am conducting a research to determine the 

various business models used by both immigrant and indigenous small scale businesses in 

Gauteng province in sustaining competitive advantages and to determine the reasons why 

immigrant businesses outperform the local businesses in Gauteng South Africa under the 

supervision of Prof Wedzerai Musvoto of Northwest University, Mafikeng campus. 

The completion of this questionnaire should not take longer than 30 minutes and your 

answers will remain completely anonymous. Should you wish to receive a copy of the result 

please let me know. 

Thank you for agreeing to respond to our survey. 

Yours Sincerely, 

Prisca Omanukwue 
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SECTION A 

Please mark with an X in the appropriate box and answer all questions 

Part One: 

Socio-Demographic 

1. What is your age group? 

20-29 D 30-39D 40-49 O 5o-59 D 5o+ D 

2. Where is your business located? 

D Johannesburg D Ekurhuleni D Tshwane 

3. Is it your own or rented premises? 

D Own Premises D Rented Premises 

4. What is your gender? 
D Male Ole 

5. What is your nationality? ............ .................................. .. 

6. Owner's highest qualification 

0 Grade 1- 7 D Grade 8 -12 □Diploma D Degree O other (specify) 

7. Nature of business? 

□Retail Orvices Oesale MC]acture Othc=J>ecify) 

8. Number of employees 

01- 50 6-5cc=] 51-100 0 101-200 □ 200+ 

9. How long has the business been in operation? 

O under 1 Year D 1- 4 Years D 5-10 Years D 11-20 D 20 Years and more 

10. Origins of owner 

D South African D Foreign Owner D Both SA & Foreign Owners D other Owners 

Answer question 11 and 12 if question 10 is answered as a foreign ownership 

11. Years in the country before owning a business 

D Less than 1 Year D 1- 5 Years 0 6 -10 Years D 11 Years+ 
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12. Employees 

□SA employees' only□ foreign employees' only D SA & Foreign employees 

D Other (specify) 

Part Two: Challenges of SMEs in South Africa 

Please mark with an X in one of the appropriate answer 

13. Reasons for starting the business 

D Poverty D Survival □unemployment D Additional Income □Achieve 

Independence 

14. Formality 

D No Licensed □Acquire operating permit D Accounting procedure 

C]value-added tax registered 

15. Marketing challenges 

D Competition O Low demand for product D unable to meet customer needs 

D Poor location 

16. Resource availability 

D Loan from bank/government institution C:::J Family support □savings□ Others 

(specify) 

17. The biggest worries facing my business is 

D Current economic issues D Retirement/Transition D Capital/financial issues 

D Unexpected growth sQ sion 

18. Failure is usually caused by 

D Lack of manager experience c=JLack of financial backing D Poor location 

D Communication skills C=:J Unexpected growth 

19. Obstacles encountered during business startup and growth include 

D Limited finance D Lack of appropriate residence permit □Lack of business space 

D Lack of information on business-related matters D Lack of skilled employees 
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No 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

Section B: Business Model Building Blocks 

The questions below are ranked on a scale from 1 to 5 (1 indicting Strongly Disagree and 5 

indicating Strongly Agree). Please tick the response that most describes your perception of 

the given statement. 

STATEMENT GJ 
GJ ... 
tlO 

"' "' c "0 
GJ 

> GJ "0 
1ii, GJ ·u ... GJ C tlO GJ 
0 "' "0 GJ ... ... "' C tl0 ..., c 11'1 ::::, < 

Bl -Value Creation (Proposition) 
I try satisfying an entirely new set of needs that customers perceive 

I try improving product or service performance to create value for 
customers 
I tailor products and services to the specific needs of individual 
customers 
I create design to entice a customer 

I satisfy the needs of the customer by offering lower price 

I help customers reduce cost in other to create value 

I offer a post-purchase products or service 

82 - Communication Process (Channels) 

I always communicate to my customers 

I always communicate to my employees in order to deliver a value 

I raise awareness to customers about the business products and 
services 
I allow customers the choice to purchase specific products and 
services 
I provide post-purchase customer support 

I maintain on line communication that allow users to exchange 
knowledge and solve each other's problem 

83 - Create Effective Customer Relationship 

I interact effectively with customers during sales process or after the 
purchase is complete 
I dedicate a customer representative to an individual client 

I provide all t he necessary means for customers to help t hemselves 

I allow customers to assist with the design of new and innovative 
products i.e. bringing in suggestion 
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QI QI 
QI QI ... ... 
110 "C 110 
IO QI QI IO 

"' QI "C "' c ... c 110 ·u 
> IO QI QI > 

01) "' "C QI 01) c C ... 
C ::::> :e C 
0 0 ... ... ... ... 
V) V) 

B4 - Creating Sustainable Revenue Streams 

18. I charge customers for each service I provide 

19. I grant customers exclusive right to use a particular asset for a fixed 
period in return for a fee 

20. I give customers permission to use protected intellectual property in 
exchange for licensing fees 

21. I allow customers access to brokerage fees eg. Using credit card, 
savings, cheque to purchase 

22. I allow customers access for advertising in return for fees 

BS- Effective Management of Key Resources/ 
Partnerships 

23 . I deliver products or services in a substantial quantities and/or quality 

24. I provide continuous training and knowledge management to my 
employees 

25. I allocate enough resources and activities to buyer-supplier relationship 

26. I form strategic alliance in more than one area of business 

27. I extend my own capabilities by relying on other firms to furnish 
resources or perform certain activities 

B6 - Effective Management of Cost Structures 
28. I create and maintain the leanest possible cost structure ie low price 

value 
29. I benefit from lower bulk purchase rates 

30. I operate in a large scope of operation 
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Section C: Business Performance Measurement 

"C 

> GI GI GI 
"C > 

- GI GI 'i:i "C - "C Ill) ... ... 
GI tlO GI 

C Ill) Ill) GI 
0 IV IV "C GI C GI ... 0 ... ... Ill Ill C 

~ 
... Ill) 

STATEMENT tiio 0 ::::, t;; < 
Cl - Performance Measures Implemented 

31. I always do a financial performance measurement 

32. I always perform a human resource measurement 
appraisal 

33. I always perform customers satisfaction measurement 
appraisal 

34. I always perform a sustainability measurement on my 
business 

35. I use total quality management to perform measurement 
models 

36. I use a balanced scorecard as a performance 
measurement tools 

37. I always do a key performance indicators check 

C2 - Customers Relationship Performance 
Measurement 

38. I ensure that my customers requirement are satisfied 

39. I provide feedback for people to monitor their own 
performance levels 

40. I highlight quality problems and determine which areas 
most need attention 

41. I provide my employees yearly bonus 

42. I do not have enough performance measurement 
knowledge 

43. I do not have time and enough resources to implement 
performance measurement 

44. Performance measurement are not useful 

45. I do not know how to tailor the performance 
measurement tools to suit my business 

46. There is a systematic process for collecting customers 
complain about products to improve the business process 
performance 

47. I measure customers satisfact ion periodically and the 
results are used to drive improvement 

48. My business strategies are based on the information from 
customers 

49. I frequently provide new products to existing market 

so. The performance processes are evaluated and improved 
continuously to achieve better performance 

51. The supplier and partnering processes are well managed 
to ensure that the corroboration goal can be achieved and 
improved to meet the requirement of the business 

52. The key financial and non-financial information and data 
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are selected, managed and used to support overall 
business goals achievement 

53. Appropriate performance measurement tools and skills 
are employed 

Section D: Ensuring the Success of SM Es 

STATEMENT 
54. Entrepreneurial skills are transferred from indigenous 

entrepreneur to the immigrants 
55. Both indigenous and immigrant entrepreneurs contribute to 

the growth and development of South African economy 
56. As an indigenous, I do not have difficulty in accessing the 

finance and capital necessary to start their business 
57. I am comfortable where my business is located 

58. Being a business owner, I am able to use different business 
techniques for my business 

59. I have frequent interactions with others to acquire new 
information 

60. I always keep an eye out for new business idea when looking 
for information 

61. The survival rate of immigrant businesses in Gauteng is low 

62. Immigrant entrepreneurs are negatively impacted by many 
factors including credit constraints, language ability and 
length of residence in the host country 

63. I was attracted to start a business because of the cultural 
differences around 

64. Indigenous business owners are involved in association and 
connection 

65. The entrepreneurial alertness of the owners of small native
owned firms is more effective than the immigrants 

66. My business is finance using formal financial sources such as 
banks 

67. I have all the required resources to start my business 

THANKYOU 
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ANNEXURE B: INTERVIEW QUESTIONS 

"A business model describes the rationale of how an organization, creates, delivers, and captures 

value" (Osterwalder and Pigneur). 

Do you have a business spirit (Yes/ No). If Yes kindly answer these questions as genuine as 

possible 

SECTION 1: Part One 

Socio-Demographic Information 

1. Gender:Male □Female D 

2. Origin of owner: South Africa ~reigner BoD>Uth Africa & Foreigner 

3. Nationality: _______________ _ 

SECTION 1: Part Two 

Challenges of SM Es 

4. As a South African/ foreign business owner what made you to start this business: __ 

5. What challenges do you experience as a business owner in running your business: 

6. Kindly tell me the obstacles you experienced as a business owner during the starting up of 
your business:. ________________________ _ 

7. What type of marketing challenges do you experience as a business owner? 

SECTION 2: Business Models Building Blocks 

8. As a business owner, how do you make your business to be better than others? 

□ 

____________________________ 9.What type of 

satisfaction do you offer or give your customers that make them willing to come back? 

10. How do you interact with your customers that make them satisfied/ happy with your 
product or services ________________________ _ 

11. Is there any kind of relationship that exists between you and the customers? (Yes/ No) 

i)lf yes, how do you build or maintain this relationship with your customer's 

12. --------------------------------
How do you know what prices you fix for your product or services? 
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_____________________________ 13.Do 

you have a distributor who supplies you with goods (Yes/ No) ______ _ 

i) If your answer to (6) is No how do you obtain your goods. 

14. Do you buy good in large or small quantity _______________ _ 

i) Why do you buy in large or small quantity _______________ _ 

15. How long is your business operating hour? ______________ _ 

16. Why do you decide to choose this business operating hour? 

SECTION 3: Business Performance Measurement 

17. As a business owner, do you think checking your performance is good (Yes/No) __ 

i. How do you measure or know you are performing well in your business 

ii. As a business owner what do you aim or hope to achieve from your business? 

18. Do you think making gain is important (Yes/No) ____ _ 

i. If yes please kindly explain to me what you view as making gain in your business. 

____________________________ 19.As a 

business owner, what are your strengths and weaknesses (skills) 
________________________________ 20. 

How do deal with competition? __________________ _ 

SECTION 4: Ensuring the Success of SMES 

1. Do you think your business is helping to improve the South African Economy? 
(Yes/No) __________________________ 22. 

Kindly tell me the support or resources you obtained as a South African/ foreign business owners 

here in the country that contributed to you establishing and running this business (e.g. bank loan, 

training, credit facilities, business permit, land e.t.c): 

23. Do you experience any difficulties in accessing these resources (Yes /No) ___ ? 

i. If yes, what are the difficulties: ____________________ _ 

24. As a South African/ foreign business owner do you belong to any business network or group (Yes 

/No) ___ _ 
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i. If yes why do you belong to this business network or group: _________ _ 

25. Please kindly tell me why you opened your business in this area (location) 

26. What other information do you wish to share as a South African/ Foreign business owners for 

doing business in South Africa? _______________ _ 

Thank you for your co-operation 
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