Developing a framework for SMME
survival based on events during Covid-19
in the Western Cape, South Africa

C Strydom
orcid.org/0000-0006-1325-3877

Thesis accepted in fulfilment of the requirements for the degree
Doctor of Philosophy in Business Administration at the North-
West University

Promoter: Prof SP van der Merwe



ABSTRACT

This study aims to comprehend how certain SMMEs managed to survive, and some even
thrived during the Covid pandemic in the Western Cape of South Africa. The impact of
the pandemic and the various levels of lockdown in South Africa, as determined by the
National Government, affected some SMMEs' operating capability more than others, as
some had essential status and some did not. The surviving skills of these SMMEs have
to be studied to ascertain how they survived. These survival skills and actions will assist
the researcher in developing a framework for SMME survival in future difficult economic

circumstances, such as a pandemic.

The methodology approach to be followed in this study is by applying a qualitative
research method, using semi-structured interviews to collect the data and then following
a manual qualitative data analysis process.

Research limitations of this study included the restrictions placed on the researcher via
the POPI Act being applicable in South Africa. Hence, the successful SMMEs in the

Western Cape could only be accessed via snowball sampling.

The findings of this study will contribute to the literature about the challenges
experienced by the SMMEs before and during the Covid period, the mentorship role and
motivational factors that convinced them to start their SMMEs and how these aspects
contributed to their SMME survival during a pandemic. Furthermore, this study will clarify
what these SMMEs saw as necessary personal skills, attributes and characteristics an
entrepreneur requires to survive a pandemic. The leadership styles of the SMME owner
as applied have contributed to their survival, and this study will indicate in which way.
Their view on success pre-Covid and post-Covid have been analysed to ascertain how
the pandemic impacted their idea of what constitutes a successful SMME. The majority
reported that their perceptions of success have changed since the pandemic. Whether
the Western Cape Government's interventions created an entrepreneurial ecosystem was
investigated, and whether these SMMEs received sufficient assistance to contribute to
their survival, with the overall feeling that the government did not supply adequate support
to SMMEs in the province. Finally, the factors they employed, their actions to survive or
thrive, and their advice and recommendations have been recorded to answer this study's



primary and secondary objectives to comprehend fully how SMMEs could survive the
pandemic. Further study is recommended on how digitalisation and "going online"
affected SMME survival and whether this can be grounds for creating a new

entrepreneurial theory.

Keywords: Pre and post-Covid, Mentorship, Business success, Entrepreneurial

ecosystems, Social networking, Self-constructed support.
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CHAPTER1 NATURE AND SCOPE OF THE STUDY

“The way in which we confronted the first two waves of Covid-19 together gives us hope
that we will, just as successfully, overcome its aftermath together.”
Alan Winde, March 2021

1.1 INTRODUCTION

Almost two decades before the Covid-19 pandemic, in 2004, Osterwalder stated that
entrepreneurs reside in a competitive, constantly changing, and progressively uncertain
economic environment, making it difficult to make business decisions (Osterwalder,
2004:11). The pandemic has undoubtedly highlighted that now is the time of progressive
uncertainties in the South African economy. Even before Covid-19, this competitive
economic environment resulted in 70% of South African SMMEs closing in the first five to
seven years of their inception for several reasons (Bushe, 2019:1; Ramukumba, 2014:1;
Fatoki, 2011:193). However, the South African government had high hopes that SMMEs
to contribute to their National Development Plan (NDP) for 2030 (Presidency, 2012).

The South African government has recognised the need to stimulate the growth of the
SMME sector with the NDP envisioning SMMEs to help SA with job creation with their
plan for SMMEs to contribute 90% of the 11 million new jobs to be created in South Africa
by 2030 (Presidency, 2012; Vuba, 2019:1; Ngek & Van Aardt Smit, 2013:3045). This
dream of the NDP was due to the belief that entrepreneurs can contribute to economic
development through job creation and the development of the SMME sector (Obaiji,
2014:110; Olawale & Garwe, 2010:729; Ngek & Van Aardt Smit, 2013:3045). This goal
could have been achievable before the pandemic due to a projected growth rate for South
Africa (National Treasury, 2019).

Unfortunately, the reality of the Covid-19 pandemic and the effects of the challenging
economic lockdown devastated SMMEs, as some local businesses closed with a reduced
GDP contribution for SA (Ikwegbue, Enaifoghe, Maduku & Agwuna, 2021:272). StatsSA
reported on 14 May 2020 that almost half of all businesses reported a pause in trading
activities during the lockdown and that nine out of ten businesses reported reduced
turnover (StatsSA, 2020). Kassen (2020:1) estimated that SA could lose three million jobs



during the lockdown, exacerbated by complex data indicating that over two million jobs
were lost in just the second quarter of 2020 (StatsSA, 2020).

Despite this dire picture painted to set the scene, some SMMEs survived. A few even
experienced breakthroughs or thrived during the lockdown (Department of Social Impact
& Transformation webinar, 2020; Fuhbah & Moos, 2022:14). A recent study that focused
on the relationship between leadership behaviour and team effectiveness, among other
matters during Covid-19 lockdown situations in South Africa, and not on SMMEs per se,
stressed the fact that we have a lack of empirical evidence of the recent pandemic
situation and how specifically performance was impacted during a pandemic
(Koekemoer, De Beer, Govender & Brouwers, 2021:2). This fact that little knowledge of
lockdowns is also available is applicable on SMMEs (Fubah & Moos, 2022:1). Research
into whether the Western Cape Government created an entrepreneurial ecosystem for
SMMEs with their various recovery interventions during the pandemic and lockdown
(Western Cape Government, 2021:1) will allow us to understand how and why some
SMMEs managed to survive possibly. Performing this research at this mid-pandemic
stage will allow us to study a crisis and SMME reactions as it unfolds, as was done in the
United Kingdom by Doern (Doern, 2020:1). The research will help us gain an
understanding of the lockdowns, restrictions, and regulations and its socioeconomic
impact (Odeku, 2021:1).

1.2 BACKGROUND TO THE STUDY

To understand the economic situation in which SMMEs operate, a thorough
understanding of the background of the South African economy before the Covid-19
pandemic is required. The previous difficult economic circumstances experienced by
SMMEs was when South Africa experienced a recession during the 2008 - 2009 global
financial crisis (SEDA, 2016:6, Akinsola & Ikhide, 2019:79).

In response to the mentioned recession, a National Development Plan for 2030 was
draughted in 2012 under the chairmanship of Minister Trevor Manual and vice
chairmanship of the current National President, Mr Cyril Ramaphosa (Naidoo & Maré,
2015:407). This plan was custom-made for South Africa to eliminate poverty and reduce
inequality by 2030 by uniting South Africans and growing an inclusive economy with

specific mention of small firms to support job creation. Their vision was that “... small and
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expanding firms will become more prominent and generate the majority...” (90%) of the
11 million new jobs to be created, as supported by the fact that between 1998 and 2005,
90% of jobs created in SA were created by micro-, small and medium-sized firms (Lings,
2014:1).

The concept was that small firms would be stimulated through public and private
procurement with improved access to debt and equity finance while enjoying a simplified
regulatory environment (Presidency, 2012). This plan was the objective when the SA
GDP growth rate was still positive before Covid-19. However, South Africa recorded a
massive decline of 16% in the second quarter of 2020 (StatsSA, 2020). This decline
describes the state of the economic climate during the midpandemic.

The focus requires a thorough understanding of the SMME business model and sizes.
Therefore, for this study, the researcher aligns with the categories of how SMMEs are

defined for clarity and consistency. See Table 1.1 below:

Table 1-1: How micro-enterprises and SMMEs are defined

Size of enterprise Full-time employees Annual turnover
Medium 51-200 employees Over R10m
Small 11-50 employees R5m - R10m
Very small 6-10 employees R1m —R5m
Micro 0-5 employees Less than R1m

Source: Adapted from Mhlanga (2018:1)

There are discrepancies among leading entrepreneurial authors regarding which
categories of entrepreneurs should be regarded as SMMEs. A well-known UK-based
South African-born entrepreneurship author has written several leading works on
transformational entrepreneurship to encourage socioeconomic development dynamics
(Maas, Jones & Lockyer, 2019:9). As they refer to them, micro-entrepreneurs, or
subsistence entrepreneurs, are regarded by Maas et al. (2019) as lifestyle entrepreneurs
and cannot be involved in transformational entrepreneurship. They base their perspective
on Schoar, who says only entrepreneurs who can "create large, vibrant businesses" and
who can “provide jobs and income for others” can participate in transformational
entrepreneurship (Schoar, 2010:57). Micro-entrepreneurs should, therefore, according to
them, not be included.



However, the Small Business Act in South Africa includes microenterprises in this
category of SMMEs. The importance of the informal sector in South Africa is highlighted
as a sector with potential for extreme growth (Vuba, 2019:1; Fatoki, 2014:1) in a news
supplement on township economies in the Mail & Guardian of April 2019, hence the
reason for the inclusion of microenterprises in this study, as they encourage

socioeconomic growth (Gunawan, Soetjipto & Sudhartio, 2023:12).

Herewith another functional SMME classification in South Africa according to the
Organisation for Economic Cooperation and Development as complied in 2017, which

provides a somewhat similar view of the SMME sizes in South Africa, which is included

for completeness; see Table 1.2 below.

Table 1-2: Another SMME classification in South Africa

Size of class The total full-time equivalent of Total turnover
paid employees
Micro < 5 employees <ZAR 0,2 million
Very Small 10-20 employees <ZAR 0,5-6 million
Small < 50 employees ZAR 3-32 million
Medium 100-200 employees <ZAR 5-64 million

Source: Organisation for Economic Co-operation and Development (2017:111)

This study aligns with the SMME sizes classification provided in the earlier Table 1.1 by

Mhlanga, as done in 2018. This researcher believes that any business owner who takes

the risks associated with conducting business on a small scale should be included in this
study. Ascher defined entrepreneurship as “...the activity of calculated risk taking and
continuing process of innovational activities that embody discovery, evaluation and
exploitation of opportunities, the judgment of the possibilities and making decisions in an

identified uncertainty within a rapidly changing environment... and creating value...”

(Ascher, 2012:97).

1.3 PRELIMINARY LITERATURE REVIEW

1.3.1 Importance of SMMEs

1y

Entrepreneurship is essential for economic growth in a country. There is a positive link

between the existence of growth with high potential entrepreneurship and the economic

development of a country (Tu, Hwang, & Wong, 2014:1390). There has been widespread
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support for entrepreneurship to facilitate economic growth, emphasising the importance
of entrepreneurs and the jobs that SMMEs can create (Henderson & Weiler, 2010:23;
Doran, McCarthy & O’Connor, 2018:1; Sanyang & Huang, 2010:317). SMMEs have been

described as an economic growth engine (Savlovschi & Robu, 2011:278).

However, even before the Covid-19 pandemic, South Africa’s unemployment rate was at
an unacceptable level, increasing from 27.2% in the second quarter of 2018 t0 29.1% in
the first quarter of 2020 (StatsSA, 2020), and additional job losses were expected as a
result of the pandemic. After two years of experiencing the aftermath of Covid-19, the
record-high unemployment figure was 35.5% nationwide in 2022. The WC was slightly
lower at 30%, according to the Statistics SA Quarterly Labour Force Survey released on
29 March 2022 (StatsSA, 2022). However, Covid-19 cannot take the blame for this
unemployment figure on its own, as Financial Services company Nedbank reported that
load shedding and power cuts continue to harm the employment figure of the country
(Slater, 2022:3). In the second quarter of 2023 it was slightly better at 32,6%, the lowest
since the first quarter in 2021 (StatsSA, 2023).

According to a McKinsey report (Kalidas, Magwentshu & Rajagopaul, 2020:2), issued
after the first Covid lockdown, at least 60% of SMMEs are predicted to close before the
pandemic is over. However, this report still states that SMMEs play a major role in the
South African economy and employ almost 80% of the African workforce in formal and
informal sectors (Kalidas et al., 2020:1). According to the different views of authors and
entrepreneurial authors, there is support for studying successful entrepreneurs. This type
of research or study is not a new phenomenon, as this view has been expressed for
decades by leading entrepreneurs and scholars, as per Table 1.2 below, indicating the
need to study entrepreneurs:

Table 1-3: The importance of entrepreneurs as viewed by leading entrepreneurs

Nr Author View
1 Drucker, Peter Drucker stated that successful entrepreneurs had to be
(The Effective Executive) studied. He said the entrepreneurial job could be
studied, organised, and taught (Drucker, 1964:6).
2 Branson, Richard Branson felt that small businesses can be the most
(News article) powerful tool in the world today to create positive

change (Medeiros, 2018:1).




Nr Author View

3 Kalidas SMMEs are the lifeblood of the South African economy
(McKinsey report) (Ka”das, 20202)

4 Beech & Anseel Management research has to involve business and all
(British Journal of stakeholders to be involved in the design and process
Management) of the study for all to benefit (Beech & Anseel,

2020:449).

5 Rashid & Ratten There is a need for additional research and further
(World Journal of analysis of the entrepreneurial climate to exploit
Entrepreneurship synergies between businesses so that different
Management) countries can assist one another in surviving this

pandemic (Rashid & Ratten, 2021:457).

Source: Compiled by the researcher (see table for each reference).

As listed above from famous entrepreneurs, scholars, or leading journals, these views
and opinions can thus be summarised into one concept: SMMEs are important to
economies. We can study their success and share their synergies, and these skills can
be taught so that SMMEs can cause positive change in their country’s economies, which

may have suffered during a global pandemic.
1.3.2 How did the pandemic affect SMMEs?

In the 2020 McKinsey report, the severe impact of the pandemic was highlighted. They
also reported on the effect of the lockdown on the SMME sector, which employs between
50 and 60% of the South African workforce, and they were able to compare the
contribution of the SMME sector (and the importance of South African entrepreneurs) with

that of other international role players, as in Table 1.4 below.

The SMME sector was considered a “critical engine of the economy” (Kalidas et al.,
2020). The report put it into perspective by showing how SMMEs fit into the larger
economic picture, comparing South African SMMEs with G2 and EU nations. It
highlighted how much SMMEs contributed to each economy. McKinsey mentioned that
SMMEs in South Africa represent more than 98% of businesses, clearly indicating that

these businesses are the lifeblood of the South African economy.

The Institute of Regional and Global Studies analysed an SME Performance Review. It
was based on SMME business in the different sectors, the European Union and the G2
countries, and how South Africa compares with these other sectors. The analysis
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indicates the percentage of jobs created in the private sector per country and its share of
GDP. Refer to the table below for the examination.

Although their report provided the challenges faced in South Africa and how to move
beyond the crisis, it remains evident that their view has been an outside view of SMMEs,
and the inside view of surviving SMMEs themselves in the western Cape is still lacking.
Recent international studies and research on the effect of Covid-19 on SMMEs indicated
a general view of shock at the magnitude of impact on SMMEs (Verbeke, 2020:444; Oni
& Omonona, 2020). The consensus was reached that no region in the world has been
spared the effects of this pandemic (Ratten, 2020:629). The general view is that this is
our “new normal” with a world characterised by social distancing and personal hygiene
(Rashid & Ratten, 2020:3).

Table 1-4: SMMEs in perspective as a vital component of economies
Majority of Create Private Share of GDP Enable
Businesses Sector Jobs Inclusive
growth
EU 99,8% 68% 57% 30%
G2 99% 65% 46% 25%
SA 98,5% 25,8% 39% 38%

Source: Adapted from Kalidas et al., (2020) McKinsey Report as per Eurostat, Individual SME Authorities, Institute of
Regional & Global Studies, European Commission — SME Performance Review (2015-16), IMF GDP Rankings (2015),
Annual Report on European SMEs, Small Business Institute in South Africa.

Since the WHO declared Covid-19 as a global pandemic, several governments have
implemented lockdowns to prevent the spread of the virus or to “flatten the curve”
(Koekemoer et al., 2020:1). The South African government implemented a national level
five lockdown on 27 March 2020 (Stats SA Business Impact Survey, 2020). Since then,
this has been amended up or down at different levels depending on the severity of

infections to prevent the virus from spreading (McCarthy, 2020).

However, the stringent measures that restricted the movement of South Africans severely
impacted economic activities, as only essential services were allowed to trade physically
at their regular place of operation. Only certain items were initially allowed to be offered
for sale (e.g., in stage five of lockdown, all hot food sales were prevented, alcohol sales
were banned, tobacco sales were banned), resulting in loss of sales for retailers, thus

causing further unnecessary job losses (French, 2021:1).
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StatsSA stated in a report as recent as 8 June 2021 that the Covid-19 pandemic and
subsequent lockdown restrictions were the cause of substantial disruptions to the South
African economy (StatsSA; 2021). The lockdown significantly affected businesses in the
informal sector and unregistered SMMEs. Due to the relaxed nature of these companies,
they were also not beneficiaries of the scheduled support from the government’s rescue
packages (lkwegbue et al., 2021:288).

StasSA conducted a business impact survey on the pandemic in South Africa in April
2020. Their report opening statement states categorically that the pandemic has “created
profound disruptions to our economy and society” (StatsSA, Business Impact Survey,
2020:2).

The significant findings of this business impact survey included:

» 85,4% of the businesses reported a decrease in turnover,

46,4% of the businesses had to pause trading activity,
*  43% were unable to meet business demands.

In addition, job losses in the South African economy have been severe. There was a loss
of 2.2 million jobs in the second quarter of 2020 based on the results of the September
30 Quarterly Labour Force Survey (StasSA, 2020), with no statistics available on the
informal sector. On Monday 26 April 2021, StatsSA released data indicating that
liquidations hit small, medium and micro enterprises the hardest, as 178 companies were
liquidated in February 2021 and 216 in March 2021. Compared to the 2020 figures, there
was an increase of 21% and 49% compared to the previous year (StatsSA, 2021; Majola,
2021).

Research by BeyondCOVID Business Survey indicates that SMMEs are generally 26
times more likely to cease operations than corporate entities in difficult economic times
(Opperman, 2021:1).

Despite the devastating facts in the above section, some SMMEs still survived and can
help the recovery process to benefit the economy. In general, SMMEs can aid in the
recovery of post-pandemic economies in developing countries, according to the

McKinsey report dated 10 September 2020, which investigated post-pandemic
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economies of developing Asian countries. They stated that "within each is a seed of
recovery", but for this seed to grow, the developing country would have to reimagine its
country's economy in five different areas, such as manufacturing hubs, green
infrastructure, investment in digital, reskilling, and high-value food industries (Kalidas et
al., 2020:16).

In South Africa, it is necessary to protect and enable SMMEs to continue their businesses,
as their survival and recovery are required so that the SMMEs of today can become the
large corporations of tomorrow (Kalidas et al., 2020:16). In a webinar hosted by the
University of Johannesburg Business School, suggestions were suggested to continue
their operations despite slow demand (Mokwena, 2021:1). There were several
challenges, such as liquidity and cash flow management.

However, it appears that those SMMEs who managed to leverage technology to attract

new customers realised the intrinsic value proposition (Mokwena, 2021:1).

The University of Stellenbosch Women’s Day webinar in August 2020 revealed that
SMMEs operating in the WC that provided medical services or sold hygiene supplies such
as masks, gloves, and sanitisers experienced exponential growth during the pandemic

(Department of Social Impact & Transformation webinar, 2020).

Many businesses could generate income despite the lockdown effect because they could
position themselves to profit from the circumstances. For example, a typical cleaning
materials producer started producing sanitisers and PPE equipment to generate income
during lockdown (Department of Social Impact & Transformation webinar, 2020). Some
SMMEs used the problematic circumstances of the Covid-19 pandemic to their
advantage, while others could not.

StatsSA reported in June 2021 that in the second quarter of 2020, South Africa’s
“economic output slumped to R652 billion” when the lockdown restrictions were at their
most rigorous; see the chart below (StatsSA, 2021). StatsSA showed how severely the
lockdown affected the South African economy and not only SMMEs. Fortunately,

economic activity has improved since then.

Refer to Figure 1.1 on page 10 below for a visual impact of the pandemic on South Africa.



Figure 1-1: Chart of GDP performance in SA 2014-2020
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1.4 PROBLEM STATEMENT
The main problem statement of this study can be described as:

The primary objective of this study is to develop a framework for SMME survival,
based on events during Covid-19 in the Western Cape of South Africa.

In general, the original problem of survival and lack of growth started sometime before
the pandemic, when various scholars and researchers agreed that there appeared to be
a lack of updated information on SMMEs despite the potential value of these enterprises.
Smaller businesses have been excluded from surveys and studies in the past (Faherty &
Stephans, 2016:350; Roper & Hewitt-Dundas, 2017:559; Chandra, 2018:2), with another
opinion that there is still a lack of empirical studies on entrepreneurship (Scott, Penaluna,
& Thompson, 2015:86). To this day, information on this topic remains scant. There is no
longer a lack of studies on the impact of Covid-19 (Setyoko & Kurniasih, 2022; Meyer,
Prescott & Sheng, 2022; Rodrigues, Franco, Sousa & Silva, 2021 and Kuah, 2023), yet

the information on how some SMMEs still managed to survive is scarce.
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Despite the knowledge gap, the small business sector contributed significantly to the SA
economy. StatsSA reported on 17 December 2020 that small businesses generated more
than one-fifth of total formal turnover. Additionally, small business contributions increased
from 29% to 42% over the last six year period in the business service industry (StatsSA,
2021). This fact raises the question in the academic world: How did these SMMEs survive

the pandemic?

These surviving and thriving SMMEs have created a knowledge gap: how did some
SMMEs survive the pandemic while others closed their doors? How did a few even
manage to thrive during a pandemic? Therefore, this lack of academic research will be
addressed by studying surviving and thriving SMMEs (after a pandemic) by conducting
qualitative research to explore the “how” and “why” of their survival. Learning the “how”
and the “why” is based on the 1999 study by Markides as referenced by Osterwalder
(2004:42), where it was emphasised to find answers to your research by looking at the
“who”, the “what”, and the “how” of a business.

It is critical to conduct this study now, as very little is known about various aspects of
SMMEs during a pandemic, including the leadership patterns within these organisations
(Koekemoer et al., 2021:2). Therefore, it is necessary to address these essential
questions of “what” and “how” as part of the problem statement:

It is vital to determine what these surviving and thriving SMMEs did to reconfigure
their business models to survive the pandemic and how they overcame the
different challenges.

1.5 RATIONALE AND SIGNIFICANCE

The rationale behind this study is to find answers to the problems mentioned above, on
what the surviving SMMEs did to survive the pandemic and if and how the entrepreneurial
climate in the Western Cape contributed to enabling them to survive the effects of the
pandemic and the challenging economic lockdown.

It will be significant to find answers to these “what” and “how” questions, as these answers
can fill the knowledge gap surrounding the mystery of SMMEs, especially around their
survival during a pandemic. The unknown factors of the impact of the Western Cape
Government interventions on the different surviving SMMEs can only be addressed by an
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empirical study to obtain answers to the “what” and “how” questions, as emphasised by
Osterwalder in his research (Osterwalder, 2004:42).

1.6 THE SCOPE OF THE STUDY
1.6.1 Field of the study

The scope of the study will focus on surviving and thriving SMMEs (a complete
breakdown of the size and financial performance of the different categories of
entrepreneurs within this sector will be provided in the literature review) in the retalil
industry in the field of entrepreneurship, according to the sector of small businesses as
covered by the Small Business Act. Successful surviving businesses will also be clearly
defined.

1.6.2 Sector and industry under investigation

The sector under investigation is the SMME sector in the Western Cape province of South
Africa. Businesses that employ less than 200 employees, as listed in Table 1.1 above,
are considered SMMEs. The industry sector under investigation is mostly the retail trade
sector in which small businesses operate, providing goods and services directly to the
public via their business premises, a small shop or a flea market, or online, to focus on a
wide variety of SMMEs such as retail, catering, training, tourism, accommodation,

business services and personal services.

The delimitation of the study refers to the SMMEs that did not survive the pandemic in
the Western Cape. Although there is much to learn from this category, if these SMMEs
are to be included, the study will lose focus on the reasons for survival or thriving. This
study aims to learn from successful entrepreneurs. According to Bushe (2019:10),
although several causes can be responsible for business failure, there is no universal list

of failures.

SMMEs in South Africa were explicitly studied for business loss by Petrus (2009:24), as
cited by Bushe (2019:10), who found 13 factors that contribute to business failure,
including poor planning, poor financial planning, poor marketing, poor management,
access to funding, regulations, gender, inadequate financing, government role,

globalisation, inability to manage growth and access to markets.
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For this study, to investigate business failure is not the aim. The focus is instead on
positively deviant businesses such as those mentioned in the study of De Witte, Du Toit,
Van den Broeck and Rothmann (2020:2). These authors define a positive deviant
business as characterised by a particular issue if compared to the general population of
cases or enterprises (De Witte et al., 2020:2). Comprehensive literature research was
done by these authors on what is defined as positive deviation characteristics to place
the business or case or occurrence in such an enhanced position. Research in the
literature has shown that the following characteristics were synergistic: being
extraordinary, acting non-normative, following unconventional steps or procedures, and

following unexpected strategies (De Witte et al., 2020:2).

This study aims to focus on these types of positively deviant SMMEs in the Western Cape,
who succeeded despite odds and lockdown, as they will be able to provide the best ideas

to include when developing a framework for the survival in a pandemic.
1.6.3 Geographical demarcation and period

This study will concentrate on SMMEs (the actors) in the geographical area of the
Western Cape (the location) and the period from the beginning of the first hard economic
21-day lockdown (as extended) starting 27 March 2020 (timeframe) up to the end of the
pandemic, which is not per se on a specific date. However, confirmed cases of Covid-19
in the Western Cape were recorded until July 2022 and the last update of the Covid-19
dashboard to indicate any new infections in the Western Cape was dated 6 April 2023
(West Cape Government, 2023).

Since then, no new Covid cases have been recorded on the Western Cape dashboard.
Therefore, it is made that in the province of the Western Cape of South Africa, Covid
infections have ceased, as no more new Covid infections have been recorded. Minister
Joe Phaala has rescinded the Covid-19 rules that made masks mandatory in indoor
spaces, the limitation on indoor gatherings, and the imposed entries on the country's
borders as of 23 June 2022 (Winning & Miridzhanian, 2022). The geographical
demarcation of the study is limited to the Province of the Western Cape of South Africa.
The size of the Western Cape is 129 462 square km, roughly the size of England
(Wikopedia). See the map in Figure 1.2 on page 14.
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Figure 1-2: Map of Western Cape
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1.7 RESEARCH OBJECTIVES

The purpose of this study is defined under primary and secondary objectives, as identified
after the challenging economic lockdown and the effect it had on SMMEs in the Western
Cape and are as listed below.

1.7.1 Primary objective

The primary objective of this study is to develop a framework for SMME survival, based
on events during Covid-19 in the Western Cape of South Africa.

This study will review “how” certain SMMEs managed to reconfigure their business
models by employing specific techniques on “what” they did to ensure their business
survival during the recent pandemic, as the Covid-19 virus affected most businesses
regardless of size, globally (Nani & Ndlovu, 2022:58). In light of this fact, the SMMEs that
have survived the economic lockdowns and Covid-19, is thus a phenomenon worth
investigating.
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1.7.2 Secondary objectives

The following secondary objectives have been developed for this study. They are
presented in three categories: literature review objectives, empirical study objectives that
must be determined through qualitative research, and conclusions and recommendations
objectives.

1.7.2.1 Literature review objectives
The objectives of the literature review of this study are:

* To present relevant and up-to-date information on the pandemic and how it affected
other SMMEs globally and the rest of the continent.

» To provide a general review of entrepreneurship and the history as a background to
where SMMEs originate and the dimensions of the environment before a pandemic.

» To provide a general overview of entrepreneurial theories and how theorists' different
trains of thought impacted entrepreneurs.

» Review the literature to clarify how success and survival are measured in normal
trading circumstances without the effects of the pandemic, with these two propositions
to be clarified:

* Proposition one: All of the participants confirmed there were no changes in their
perceptions of what was seen as success factors pre-Covid to post-Covid.
» Proposition two: The perceptions of some participants have changed in how they
view success from before Covid-19 to after Covid-19.
« To examine the existence of entrepreneurial ecosystems in other economies to
ascertain if the interventions in the Western Cape can be regarded as the beginning

of creating an entrepreneurial ecosystem.

» To review the impact of the pandemic on SMMEs on a global scale, then focus on the
South African implications and finally examine the specific situation in the Western
Cape where this study will be conducted on surviving SMMEs.
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1.7.2.2 Empirical study objectives

A theoretical model reflecting the macro, meso and micro levels of variables impacting

business success or SMME survival will assist with the empirical objectives:

On a macro level, the objective is to understand the society and all factors in the
Western Cape that affect SMME during the pandemic.

On a meso level, the objective is to study the groups of communities, institutions, and
SMMEs and determine where the surviving SMMEs fit into the meso picture.

At the micro level, an analysis will be performed on the business interactions between
SMMEs and their customers as part of investigating the “what”, “how” and “why” they

undertook the actions they took to survive their businesses.

The objective of the empirical study is to gain insight into these three levels of how
SMMEs reconfigured their business operations. This insight will assist in developing

the framework as the primary objective.

1.7.2.3 Conclusions and recommendation objective

Based on the knowledge gained from the recent academic literature as per the literature

review, combined with the knowledge gained from the empirical study, the following

objectives will guide the conclusions and recommendations:

To interpret the findings of the empirical study based on the literature review and to
conclude if external factors or interventions by the WCG (Western Cape Government)
aided the SMMEs to survive the pandemic or even thrive during the pandemic.

To determine whether these interventions by the WCG can be considered as creating
a favourable entrepreneurial ecosystem for the SMME business sector during the
pandemic.

To determine whether SMMEs believe that this entrepreneurial ecosystem exists and
can be replicated elsewhere to benefit other struggling SMMEs in a future pandemic.
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 To recommend the suggestions of interventions required by SMMEs to create a
favourable entrepreneurial climate and how to stimulate the economy during a future

economic lockdown.

* To generate a framework for future pandemic survival for SMMEs, specifically by
applying the lessons learned by SMMEs in the Western Cape during Covid-19.

1.8 RESEARCH QUESTIONS

The main research question of this study is whether it is possible to develop a framework
for business survival based on the actions of surviving SMMEs in the Western Cape
during the pandemic. From this premise, the secondary research questions that were

developed are as follows:
1. What were the specific challenges that SMMEs had to overcome?

2.  Were external interventions created by any party (or several parties) contributing to
the survival of SMME in the Western Cape?

3.  Would SMMEs regard these interventions or external factors, if these existed, as

evidence of an entrepreneurial ecosystem?

4.  Can these factors or entrepreneurial ecosystems be replicated elsewhere, e.g., in
the rest of SA or Africa, to aid struggling SMMEs?

5. Isit possible to develop a survival framework for SMMEs based on the reconfigured
business models enabling them to survive the pandemic?

1.9 RESEARCH METHODOLOGY

This study encompassed a two-pronged approach to the research, with a review of the
literature provided as the background and an empirical study was done that provided
current and up-to-date data. Participating SMMEs provided the data to fill the knowledge
gap. The review of the literature encompassed the history of entrepreneurship and
SMMEs and how success was measured in entrepreneurship, especially during a
pandemic. The impact of Covid-19 on economies around the world, especially in South
Africa, is of utmost importance and was reviewed to provide up-to-date information.

According to Saunders, Lewis, and Thornhill (2019:110), a thorough review of all relevant
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literature is first required before a researcher can move on to the research structure and

design process.

The research design of a study can be described in terms of a series of linked decisions
(Trafford & Lashem, 2008:93) that incorporate the choice of research paradigm, the
methodological approach and methodology, the process of data collection, and the
methods of analysing the data (Myers, 2019). Saunders et al. recommend using the
research onion to be able to explain the use of the outer layers, how the researcher
decided on which data collection methods will be most appropriate to use (Saunders et
al., 2019:128), and how the researcher finally collects the data, as in Figure 1.3 below.
This process was followed by the researcher in this study and is fully elaborated on in the
research methodology section.

Figure 1-3: The research onion
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1.9.1 Overview of the literature
1.9.1.1 Literature study on Western Cape entrepreneurial ecosystem

A specific literature study will be conducted on entrepreneurship in general, the history,
theories and the entrepreneurial ecosystem in the Western Cape. The South African

government has identified small business entrepreneurship as paramount for economic
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growth (Presidency, 2012:140). The Western Cape government recognised the
importance of SMMEs and needed assistance to survive these turbulent times or
disastrous circumstances. Disasters can be managed using interventions in a healthy
entrepreneurial ecosystem (Ratten, 2020:630). Hence, since the start of the lockdown,
the Western Cape Government has acted with agility and innovation and has undertaken
several interventions to assist its economy. The Western Cape government launched its
own R39 million relief fund in September 2020 to help SMMEs that were hard hit by the
pandemic (Gthatu, 2020:1). Several examples of recovery interventions by the Western
Cape Government will be researched and reported on to discuss the existence of the
favourable entrepreneurial ecosystem in the Western Cape, with the primary

interventions being:

» This Western Cape C-19 Business relief fund (WCG, 2021).

» The Wine Workers Support Stipend (WCG, 2021)

» The Arts, Culture, and Heritage sector relief funding (WCG, 2021).

» The fast-tracking of Environmental Impact Assessment applications resulted in R130
million in investments in the Western Cape (WCG, 2021).

» The EDP program supports township economies with vouchers to purchase stock and
supplies from local spaza shops, saving jobs and providing humanitarian relief to
those the hardest hit by the effects of the pandemic (WCG, 2021).

* Funding and investment creation. Since April 2020, a total of nine (9) investments of
R4 billion rand in investment have been attracted to the Western Cape.

» Launched the Western Cape Recovery Plan in March 2021

The literature review was partially conducted by accessing the public records of the
Western Cape Government as published on their website. Furthermore, recent peer-
reviewed journal articles were reviewed on Covid-19 and entrepreneurial ecosystems
around the world to compare how the Western Cape handled the pandemic versus other
leading economies around the world (Nambiar, Sutherland & Scheepers, 2020). The 15
October 2020 economic recovery plan, a 38-page document of President Cyril

Ramaphosa, designed to restore the pandemic-stricken economy (RSA, 2020:3), with
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hopes that SMMEs to enjoy a “supportive ecosystem” (RSA, 2020:34), was also
reviewed. An analysis of literature resources, systemisation, and comparison to other
economies aided in the review of all literature available on the topic (Zuperkiene,

Simanskiene, Labanauskaite, Melnikova & Davidaviciene, 2021).
1.9.1.2 Underlying entrepreneurial theory

Once the underlying entrepreneurial theory has been identified, the measures of the
entrepreneurial ecosystem can be applied more readily to SMMEs. Academic articles
from Google Scholar and recent research on entrepreneurial theory were reviewed. The

most applicable were reported on in this study.

An analysis of the history of entrepreneurial theory was provided as background as to
why these particular theories were chosen as most applicable. Upon the conclusion of
the interviews, it became clear which entrepreneurial theories were the most functional

or which had the best possible fit for the survival of SMMEs during a pandemic.

Four theories have been identified initially with potential applicability during a pandemic
and will be discussed in more detail in the literature review chapter. Grounded theory,
resource-based theory of the firm, social network theory, and the theory of Public Sector
Entrepreneurship appear to have some elements that could be appropriate during a
challenging economic period such as a pandemic (Yao, 2011). Therefore, these theories
will be reviewed in more detail as part of the literature review before beginning with the
empirical study. This will also be addressed as part of the theoretical model.

1.9.2 Empirical study

According to Saunders et al. (2019:110), after a literature review, they suggest a scoping
study to indicate whether or not a similar study has already been published as a
systematic review. If not, they suggest proceeding with the research design. Therefore,

this section will describe how the researcher plans to conduct the research methodology.

The research paradigm will be defined, followed by the research design and approach.
This study is best suited for a qualitative research approach, which will be elaborated on.
The research population, study participants, sampling, data collection, and eventual data
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analysis will be described in detail in separate categories. In the conclusion of this section,
the trustworthiness and ethical considerations of the study will also be addressed.

The type of review to be followed in this study will be finalised based on the data collected
in the interviews. However, the researcher is leaning towards a systematic qualitative
review, identified as one of the fourteen reviews listed by Grant & Booth (2009:94-95).
This type of review is a method that can be used when using integrated findings from
qualitative studies that look at themes or constructs that would become evident if multiple
SMMEs used the same themes.

1.9.2.1 Research paradigm and method

According to Saunders et al. (2019:140), a paradigm refers to a set of basic assumptions
that support the frame of reference, the mode of theorising, or the exact way a group will
operate. Antwi and Hamza (2015:217-226) confirmed that the three main paradigms are
interpretivism, positivism, and constructivism. In this study, the interpretivism paradigm
through semistructured interviews appears to be the most applicable method to review
how SMMEs survived the pandemic in the Western Cape. The interpretivism paradigm
will be applied as SMMEs may not be aware of specific business techniques they
unknowingly applied. Therefore, they will refer to it as actions they undertook, e.g. from
selling in person to selling online. In reality, they involved “pivoting” to their sales methods,
hence the use of interpretivism by the researcher to record the correct terminology.

Tracey described the “paradigm” as a way of understanding the reality and then building
on that knowledge while collecting information concerning the participant’s world (Tracey,
2019:62). Building on that, she describes the interpretive paradigm as a manner of
identifying both the reality and the knowledge of the participant, reproducing the
interaction between researcher and participant into a research document (Tracey,
2019:62).

The question is for which period should this information be gathered from participants? It
is necessary to primarily focus on the first period when South Africa originally went into
lockdown. The first lockdown is the main period from which data will be collected, as the
impact on business was the most severe. The secondary aim is to collect data from the
start and then for the next two years. Hence, a cross-sectional approach should be

followed.
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A research method is a tool for conducting the research; therefore, it is not dependent on
methodologies and paradigms (Wahyuni, 2012:72). Flowing from the interpretivism
paradigm, this research will follow a cross-sectional method to obtain responses from
participants via semi-structured interviews to be conducted via either face-to-face

interviews, whilst observing all Covid-19 protocols, or via online discussions.

The research design thus refers to the plan or the blueprint detailing how the study will
be conducted (Babbie & Mouton, 2001:74). The research design is similar to that of an
architect drawing up plans for a new house to be built. Likewise, the research
methodology is identical to the actual construction process, per a simple analogy (Babbie
& Mouton, 2001:74-75). In this case, the intention is that the research design for this study
will be an exploratory study, followed by in-depth, semi-structured interviews to collect
data from the participants, which will then be submitted for interpretative analysis.

1.9.2.2 Research approach

The approach this study will follow is one of qualitative research. To study a problem
through the Creswell method of qualitative enquiry and research design, qualitative
researchers use an emerging qualitative approach to inquiry. By collecting data in a
natural setting that is sensitive to the participants who are being studied, the data analysis
is followed by deductive or inductive analysis to establish patterns or themes.

Although the final written report should include the participants' opinions, it should also
reflect the reflexivity and judgment of the researcher, a thorough description of the original
research problem, and the eventual contribution to the body of knowledge (Creswell &
Poth, 2016:8). Marshall and Rossman stated that since qualitative research methodology
has matured, researchers now have creative ways of presenting their findings (2016: 23),
as research has moved beyond the old, outdated conservative trends that only

randomised controlled experiments are appropriate and acceptable as quality research.

Therefore, this study will develop a framework based on data collected in a
semistructured interview process through qualitative research (Marshall & Rossman,
2016:24). The researcher must accept that collecting philosophical views and
assumptions are the basis for qualitative research, and it is a skill or an art form to express
the summarised views of the participants in a research study. The code words provided

by the participants in the empirical study will provide the basic concepts to be incorporated
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into the framework to be developed. When conducting qualitative research, the four
premises are ontology, epistemology, axiology, and methodology (Creswell & Poth,
2016:20). Ontology refers to the nature of reality. Epistemology entails the facts that count
as knowledge. The axiology discusses the role of values in the research, and the

methodology refers to the research process. See Table 1.4 below, according to Creswell

and Poth, with practical implications of these four philosophical assumptions.

Table 1-5: Philosophical assumptions with practical implications
Assumptions Questions Characteristics Practical
Implications
Ontology What is the nature of | There are multiple As themes develop,
reality? different views of different views must
reality be reported by the
researcher
Epistemology What is regarded as | The evidence The researcher must
knowledge? obtained from become an insider in
participants must be | the field that is
subjective studied
Axiology What is the role of The researcher must | The researcher’s
values? be aware of the interpretation must
different values and include the values
biases that shape the
research outcome
Methodology What is the process The researcher must | The researcher must
and language of use logic and an describe the context
research? emerging design in of the study, focusing
the study process on specifics.

Source: As adapted from Creswell and Poth (2016:68-69)

This study will address these four philosophical assumptions in the research to take
cognisance of the different paradigms with different ontologies and epistemologies.
Tracey advised that from an interpretative point of view, the researcher must realise that
reality is not simply “out there”. It is essential to realise that the researcher should
reconstruct truth and knowledge based on communication in the interview process
(Tracey, 2019:40). Furthermore, she stresses the point that the interpretative paradigm
suggests the outright necessity to analyse the social interaction from the stance (Tracey,
2019:41).
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1.9.2.3 Methodological choice

According to the research onion of Saunders et al. (2019:174), the methodological choice
is the layer that indicates how the researcher will collect the data. According to Saunders
et al. (2019:174), the first methodological choice that a researcher must make is which

method to follow when conducting the research.

There are several vital aspects to research design, and all are impacted by the
methodological choices made by the researcher (Saunders et al., 2019:175). The first
choice of a researcher is whether the research will be quantitative or numeric or more
qualitative with words and images in nature (Saunders et al., 2019:175). In this study, it
is evident that the qualitative research method appears to be the best suited since the
answers that will hopefully be obtained from the participants will not involve numerical

responses.

Philosophical assumptions will also influence the methodological choice (Saunders et al.,
2019:179), and interpretive philosophy is often associated with qualitative research. In
qualitative research, it is essential to note that researchers must use their interpretation
skills as meanings are usually derived from words and images, not numbers, and
intentions and feelings could be indistinguishable (Saunders et al.,, 2019:179). When
conducting this study, the researcher must ensure that the meaning derived from the
words and examples is interpreted correctly.

1.9.2.4 Time horizon

According to Saunders et al. (2019:212), choosing a time horizon is essential when
designing the research. Therefore, the researcher should ask whether the study should
be at a snapshot moment in time or a series of snapshots over a given period, the latter
being more similar to a diary over time. In this study, the latter will be more effective since
the SMMEs had to make a series of decisions over the last two years in which Covid-19
impacted their businesses. Therefore, a cross-sectional study in the form of a diary
perspective will provide a better perspective.
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1.9.2.5 Study population and sampling

Study population

A study population is usually a group of people or businesses who are regarded as the
group being researched to assist in solving the research question (Babbie, 2011:91). For
this study, the entire category of SMMEs in the Western Cape who has survived the
pandemic is known as the study population, according to the definition of Saunders et al.
(2019:294). According to Creswell and Creswell (2018:212), the researcher must
consider the availability of access to the study population. In this study, the population
will consist of SMMEs (with a staff of 200 or less) in the WC, which preceded the
pandemic (lockdown levels four and five) and continued to operate throughout the
pandemic-related lockdown, which illustrates their survival capability. Survival and
success will be clearly defined in the literature review.

When choosing a sample, the inclusion criteria refer to the key features or essential
elements the target population needs to possess to answer the research questions.
Additionally, there have to be identifiable boundaries for participants included in the
sample (Creswell & Poth, 2016:206). In this study, the inclusion and exclusion criteria that
will apply in selecting participants will consist of the following attributes, as listed in Table
1.6 below:

Table 1-6: Inclusion and exclusion criteria for this study

Criteria for this study sample Inclusive Exclusive
SMME operative in the WC, SA X

Operating since before Covid

SMME operational after Covid

Owner-managers of SMMEs to partake

The business closed down during Covid X

The business started during Covid

The business has more than 200 staff X

Source: Compiled by the researcher

The exclusion criteria incorporate elements or factors that will render population members
ineligible for this study. The researcher had the option of contacting a Ward Councillor of
the ruling party in the Western Cape to compile a list of suitable SMMEs for the study
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(based on the inclusion and exclusion criteria). Instead, the researcher used a snowball
sampling strategy to expand the list (adhering to the POPI act) and, on the advice of the
Ethics Committee of the NWU, began the interview process with two personal contacts.

The snowball strategy is when research respondents refer the researcher to others who
possess comparable characteristics and, in turn, identify others (Cooper & Schindler,
2008:360). Most management and organisational researchers advocate using existing
contacts to access the desired research sample (Saunders et al., 2019:245). According
to Cooper & Schindler (2008:174-175), “In purposive sampling, researchers choose
participants based on their unique characteristics, experiences, attitudes, or perceptions,
whereas in snowball sampling, participants are referred by purposively selected
participants”.

Furthermore, the researcher will adhere to the new POPI Act regulations on accessing
and managing participants’ personal information. The act requires accountability from the
person collecting an individual’s personal information (section 8), processing limitations
(section 9-12), which require lawful processing, minimality, consent, justification, and
objection, and finally, direct collection from data subjects (https:/popia.co.za).

Furthermore, Sections 13 and 14 of the POPI Act require purpose specification, which
involves collecting personal information for a specific purpose and retaining and
restricting records (POPIA, 2019). Finally, the act imposes further processing limitations,
information quality, openness, security safeguards, and data subject participation
(https://popia.co.za).

The limitations mean the person who identifies potential participants (for example, the
Ward Councillor) should get their consent before forwarding their contact details to the
researcher. Alternatively, the originator should give the researcher’s contact details to
prospective participants to initiate the contact. Following this procedure will ensure that
the POPI Act is not violated.

1.9.2.6 Sampling Process

For this study, the objective is a sample size of 10 to 16 owners of SMMEs (or until

saturation) who survived the pandemic in the Western Cape. Saunders et al. have
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provided a clear vision of the entire population of a study, the actual target population,
and the eventual sample that becomes the participants in a survey.

The sampling process involves choosing a small portion of the population and then
interviewing the sample to deduce judgement about the entire population (Wretman,
2009:12).

Refer to Figure 1.4 below for a visual representation of the study population.

Figure 1-4: Visual representation of the study population and the sample size
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Source: Saunders et al. (2019:296)
Saunders et al. (2019:296) stated that there are two sampling techniques available to

researchers, namely probability or representative sampling as the most commonly used
and the second being nonprobability sampling.

Creswell and Poth (2018:205) suggested purposeful sampling when dealing with a study
of this nature where a researcher works with several individuals. This suggestion is made
because participants can provide various perspectives on their different business
reconfiguration solutions. Therefore, the sampling technique identifies how the different
samples of participants were selected or chosen to participate in the study.

Random sampling may not provide the best answers in this study as to why exactly

SMMEs survived and thrived; therefore, nonprobability sampling or convenience
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sampling will be used. Convenience sampling is the method used to select participants
based on availability and convenience (Creswell & Creswell, 2018:212). This technique
may be more suited for this type of research, where participants can be selected as part
of the sample based on the subjective judgment of the researcher rather than utilising a

random selection process, such as using a fraction of the population.

Sampling also affects the study’s credibility, trustworthiness, and transferability (Marshall
& Rossman, 2016:220). Therefore, this aspect of the survey or the outer layer of the
“research onion” (Saunders et al., 2019:130) in Figure 3 should be treated with attention

to detail to ensure that data is collected from the most optimal sample of participants.

For this study, the aim that the research sample size be between 10 and 16 participants
(or until saturation). Interviews will be conducted until data saturation or when gathering
new data no longer sparks new insights or reveals new properties. According to Saunders
et al. (2019:315), many researchers recommend collecting data until data saturation is
reached, which means that adding more participants will not produce new information for
the study. However, some scholars argue that many qualitative researchers
misunderstand data saturation and there is no clear indication of how saturation was
assessed. Malterud Siersma & Guassora proposed the concept of information power as

a tool to determine sample size (Malterud, et al., 2015).

The idea of information power indicates that the more study-relevant information the
sample has, the lower the number of participants required, and vice versa. Therefore, the

researcher intends to interview at least ten (10) owner-managers as a starting point.

The concept of information power will be adopted throughout the study to ensure the
adequacy of the information collected for research analysis. Morse believes that
qualitative research has experienced a worldwide outpouring of popularity due to several
push factors of change, the most important being the advancement in technology and
equipment enabling researchers to ease and expediting of data collection (Morse,
2020:1).

More listed eight strategies to determine which sample sizes can be applied, as the

sample size depends on a variety of criteria, such as:

* The complexity of the research questions
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» The scope of the inquiry

» The flexibility of the data that is being collected

» The different number of strategies that will be used

» Any variations in the participants, including gender, age, ethnicity
» The complexity of the research method

» The researcher’s own experience in thinking qualitatively

» The nature of the different participants.

Source: As adapted from Morse (2020:1-7).

Morse stated that rudimentary criteria for ceasing the data collection should instead be
referred to as the “emergence of no new data” rather than as saturation (Morse, 2020:5).
When the categories (or themes) are saturated and no new data is coming forth from the
participants, then the researcher should stop collecting data. Saturation means a
sufficient sample size for the researcher (Creswell & Creswell, 2018:301). However,
Morse cautions against too little data, as “the more shallow the analysis..., the more trivial
the results” (Morse, 2020:5).

1.9.2.7 Measuring instrument

The researcher has identified the measuring instrument for this study as a semi-structured

interview as a tool or device.

Therefore, the researcher developed the questionnaire as an interview guide for this
study, attached as Annexure C.

1.9.2.8 Data collection

The researcher will conduct one-on-one face-to-face interviews with chosen SME owner-
managers to obtain data. The interview questions are included in Appendix A.
Furthermore, the researcher will adhere to the POPI Act regarding the contact details of
the prospective participant by complying with minimum requirements, which include
taking responsibility and ensuring that the contact details are used for legitimate and

29



lawful purposes of the research only (POPIA, 2019). In addition, the researcher will
secure the integrity and confidentiality of the prospective participant's contact details in
adherence with the POPI Act.

Participants will be contacted via personal email to arrange a convenient time for the
interviews, which will be held at the business premises or location of their preference.
During the interview, the researcher will first introduce herself, express her gratitude to
the participants for participating in the discussion, explain the purpose of the study, and
ask permission for recording sound and taking notes. The interview will be recorded in
sound, using high-quality digital recording equipment. The researcher will remind the
participants that participation in the study is optional and they can opt-out anytime. Each
participant will be notified that the information obtained during the interview will be kept
private and used solely for this study and that their identities will be protected (Bryman,
Bell, Hirschsohn, Dos Santos, Masenge, Van Aardt & Wagner, 2014:127).

1.9.2.9 Data analysis

Once the participants' responses have been collected via semistructured interviews, the
next step is transcribing the data, followed by analysing the data. Data will only be
transcribed from the original digital voice recorded format into a printed format after the
participant has provided the researcher with written consent.

The transcribed data can then be analysed. The data analysis process will be done via
coding as a form of data analysis. The planning process for coding the data is essential
(Marshall & Rossman, 2016:398). The researcher has to keep notes and track of various
items such as dates, names, titles, the actual answers to the questions by the different
participants, as well as any possible synergies in terms of products on offer or operating

procedures, or even similar actions which were taken at the time.

Qualitative data are extracted from spoken words and then converted into written words.
The researcher must then go from the natural interview mode to the research mode to
interpret these words (Saunders et al., 2019:638). Qualitative data analysis can be
performed using various computer-aided qualitative data analysis software (Saunders et

al., 2019:692). However, in this study, a thematic analysis will apply.
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The analysis of the data collected includes the interview responses using either a manual
process or qualitative data analysis software such as Atlas t18®. AtlasTI is regarded as
an extension of the researcher and can provide various sophisticated tools (Babbie &
Mouton; 2001:509).

Coding of data is essential for the researcher to make sense of the data collected in the
qualitative study. Coding and categorising will assist the researcher in identifying patterns
and themes. Creswell and Poth provide valuable information on coding and classifying
data.

The process of classifying the data takes the coded data and goes beyond coding by
examining the qualitative information by looking for different similarities among
categories, themes, and dimensions of information (Creswell & Poth, 2018:338). The
researcher intends to follow the guidance of these authors when performing the data

analysis in this study.
1.9.2.10 Trustworthiness

The trustworthiness of data is critical for research, as the knowledge gap can only be
filled with valid and reliable data that can be trusted and shared between all participants.
Several researchers agree that credibility, transferability, dependability, and confirmability
are the four most important criteria for qualitative research trustworthiness (Bickman,
Rog, & Maxwell, 2014:244; Wahyuni, 2012:77).

* Credibility

Credibility is the first and most crucial aspect or criterion in establishing trustworthiness
in a study, as credibility essentially asks the findings of the researcher to link the research
study with reality to demonstrate the truth (Babbie, 2011:415).

» Transferability

Transferability in qualitative research refers to the degree to which the results of
qualitative research can be transferred to other contexts or settings with other
respondents. Data transferability will help the researcher decide whether the prevailing
environment is similar to another situation (or SMME matter for this instance) and whether
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the findings can justifiably be applied to the other setting (Coghlan & Brydon-Miller,
2014:691).

» Dependability

In qualitative research, dependability refers to the consistency and reliability of the
findings (Coghlan & Brydon-Miller, 2014:691). However, it is possible to establish
dependability by having an outside researcher conduct an investigation audit of the

research study, which can be implemented if recommended.

* Confirmability

Confirmability refers to the degree to which others can confirm the research study's
results because it deals with establishing that the data and interpretations are based on
data collected and not the researcher's own predispositions (Coghlan & Brydon-Miller,
2014:691).

1.9.2.11 Ethical consideration

The ethical considerations stipulated by the regulations governing ethics in research at
the North West University (NWU) will be complied with. Upon favourable acceptance of
this proposal and ethics clearance, an application will be made to the Western Cape
Government (through the Ward Councillor) for a sample list of surviving SMMEs. All
relevant measures will be implemented to ensure that the anonymity of the participants
in this study is protected. The POPI Act will be followed to ensure compliance with the
act, the interview process, and how data is dealt with (POPIA, 2020).

As it intends to focus this investigation on existing SMME business owners-managers
who survived the pandemic, no minors will be involved in any interviews; Birth dates will
be checked before setting up appointments to ensure only those over 21 can participate.
In light of the potential usability of this study in the future, a local WC government ward
councillor has already committed to assisting by supplying existing local surviving SMME
business owners and managers as a sample list who are willing to participate in the
research and are known to the researcher. From there, snowballing will apply. The
relevant POPI Act requirements will be adhered to.
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The researcher will explain to potential participants the concept of informed consent and
the critical elements of the research study to ensure voluntary participation and inform
potential participants of all risks involved in the research study before conducting

interviews face-to-face semi-structured (online or in person) (Babbie, 2011:480).

Babbie gave a list of eight essential elements that should form part of informed consent,
which will be adhered to and incorporated in the questionnaire’s introduction to ensure
participation adheres to all requirements (2011:481), which include:

» A statement that explains the purpose of this particular research

» A portrayal of potential risks or discomforts

» A description of potential benefits that may be anticipated from the research
* A disclosure of suitable substitute techniques and processes

» A statement describing the range of confidentiality

* A statement that if there are severe risks, possible compensation, or medical
treatment for any risks, which this researcher hopes and trusts, will not be applicable
in this study.

» A statement on whom to contact for research-related questions

» A statement that participation is voluntary.

Source: (Babbie, 2011:481)
Data will be stored off-site for three years as prescribed by the NWU’s ethics committee

and not on a device connected to the Internet, which could be hacked and the data leaked.
Data will be destroyed upon the expiration of this prescribed period, in which they must

be kept safe.

All participants will be ensured that their participation is voluntary and their responses
encapsulated in the collected and analysed will only be used for this study—no video
recordings of online interviews to be kept, only sound recordings, for anonymity purposes.

Signed consent forms can be stored at NWU.
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1.10 OUTLINE OF DISSERTATION

This study will consist of seven chapters. Herewith is a concise overview of the seven

chapters:

Chapter 1: Introduction and Background to the Study

The first chapter provides an overview of the SA economic situation pre-pandemic as a
background to the study, the aims and objectives of the study in line with NDP dreams
and realities, and then the current pre- and mid-pandemic view of the SA economy.
Finally, the problem statement, the primary objective, secondary objectives, the research

methodology and limitations will be defined upfront.

Chapter 2: A literature review on SMMEs

In this chapter, the history of entrepreneurship will be reviewed, as well as some relevant
academic and entrepreneurial theories that could be applicable, which are most suitable
to SMMEs in a pandemic and lockdown situation, and how success is measured amongst
entrepreneurs in general, specifically during a pandemic. Success criteria, as seen by
SMMEs before the pandemic, will also be reviewed.

Chapter 3: A literature review on the Impact of Covid-19 on SMMEs and
Ecosystems

This chapter will focus on economic factors, e.g., government and non-government
interventions. Some thriving entrepreneurial ecosystems around the world will be
reviewed, and their origin and local attempts to create similar business hubs in South

Africa will be studied.

This chapter is essential in mapping the current economic climate for existing SMMEs
during the pandemic and the impact that the Covid-19 pandemic had on the globe, South
Africa, and finally the Western Cape. A view on Western Cape government interventions

will be taken to see if their attempts made a difference in the lives of SMMEs.

Chapter 4: Methodology

The focus will be on the introduction of the research philosophy, the research design
process, and the demarcation of the study. Differences between qualitative and
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quantitative research will be discussed to why the qualitative approach best suits this
research.

The sampling strategy will be discussed concerning the research population and sample.
Followed by the sample criteria and strategy, the sample size and population will be
discussed, as well as thematic saturation. Sample selection must be carried out in
accordance with ethical considerations and the POPI Act (POPIA, 2020). The different
options of analysis and software programmes, such as AtlasTl and why it will not be used,
will be discussed.

Chapter 5: The actual research - the interviews

In this chapter, the reasoning behind the usage of the semi-structured interview as an
instrument will be described. In addition, the basic format with the rationale behind the
open-ended questions used in the interview will be discussed. Finally, the demographics
and fieldwork described above will be taken into account in this chapter, and the entire
process will be explained to collect data for this research from primary sources while
adhering to the ethical considerations of the NWU Ethics Committee and the POPI Act.
The manual process followed for data collection and analysis will be discussed.

Chapter 6: Discussion and Interpretation of Findings

The actual results of the empirical research and the methods used to analyse the data
will be discussed. Methods used to interpret the findings presented by the data will be
described in detail in this chapter. All measurement tools, methods, and the type of
methods applied will be discussed and why and how the manual analysis procedure was
applied.

The process of analysis and the results of the data organised and analysed according to
scientific procedures, with the outcome of the data and the implications will be discussed
in this chapter, with the support of tables with quotations, operational network diagrams,
matrixes and coded data, as presented for each theme, identified via thematic analysis
procedure.

Chapter 7: Conclusions and Recommendations

In Chapter 7, all the research findings, as determined from the empirical study, will be

summarised. The research aims to answer and clarify the problem statement and the
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identified primary and secondary objectives. The problem statement will then address
whether it is possible to develop a framework for SMME survival based on the data
collected from the participants and whether any entrepreneurial theories were identified

or applicable. The framework and findings to be discussed in detail.
1.11 SUMMARY OF PROPOSAL

This chapter proposed why this study is needed to better understand how SMMEs
survived Covid-19 in the Western Cape. The steps to be followed in this two-pronged
research approach, being a literature study and an empirical study, will be done in the
format of qualitative research, as “...there are limits to statistics, no matter how precise...”
(Marshall & Rossman, 2016:34). The problem statement and secondary objectives have
been defined, as well as the methodology that will be followed. As an overview, this study
will be presented by beginning with an introduction and background to the study, followed
by the review of the literature, which is split into two chapters. Chapter 2 will cover the
literature review on entrepreneurship and SMMEs, whilst Chapter 3 will focus on the
Covid -19 impact around the globe and entrepreneurial ecosystems. Chapter 4 will cover
the study methodology, and Chapter 5 will discuss the actual research process. Chapter
6 will be the interpretation and analysis of the data, and the final chapter will be the

findings, conclusion, and recommendations chapter.
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CHAPTER 2 LITERATURE REVIEW ON ENTREPRENEURSHIP

“Successful businesses are those that evolve rapidly and effectively. Yet innovative
businesses can’t evolve in a vacuum.”
James F. Moore - 1993

2.1 INTRODUCTION

The research on small businesses' survival in responding to an ongoing pandemic is
scant (Katare, Marshall, & Valdivia, 2021:2213), and there is a lack of sufficient empirical
business studies amongst SMMEs on the African continent (Mkhonza & Sifolo,
2022:483), even though several studies have been conducted on Covid-19, few are
available on what caused survival of SMMEs of the pandemic. Therefore, a literature
review with a complete empirical study is needed to provide a better understanding, as it
has been mentioned that it is a need to investigate the role of the business performance
of SMMEs as affected by Covid-19 (Mkhonza & Sifolo, 2022:483). A literature review
must aim to provide a clear and balanced picture of current events and the main concepts
and theories related to the study (Bloomberg & Volpe, 2016:105).

Chapter 2 will therefore focus on the literature review, presenting the necessary
background and history of entrepreneurship to provide insight into entrepreneurial
survival, the applicable theories, entrepreneurial success, and the measurement of
success (Gorgievski, Ascalon, & Stephan, 2011:208). Before the pandemic, the
importance of entrepreneurship and especially why SMMEs are critical to economic
progress (Malinao & Ebi, 2022:297) in a developing or emerging market economy will
clarify the global and South African economic situation. Therefore, this chapter will cover
the overview of the background and history of entrepreneurship that dates back to 1734
(Chandra, 2018; Cantillion, 2017).

The following phase will cover the necessity of entrepreneurial theories and the different
categories of entrepreneurial theories, followed by why it is essential to identify the most
applicable entrepreneurial theory and how it should be applied to the pandemic situation,
as theories are helpful to explain business-driven activities (Dahle, Nguyen-Duc, Steinert
& Reuther, 2022).
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The underlying entrepreneurial theory is significant as it will highlight why certain aspects
of business models are present and impact the survival of SMMEs. A thorough review of
the most recent, generally used, applicable entrepreneurial theories and a summary of
the twenty theories most encountered in recent peer-reviewed articles, studies, and
academic writing will be done. This summary of appropriate theories provides an overview
of their applicability towards entrepreneurship. Finally, the theories most applicable to
SMMEs that survive a pandemic such as Covid-19 will be discussed in detail. Theories
are helpful in explaining business-driven activities in a startup and valid in reasoning for

practical actions in the entrepreneurial context (Dahle et al., 2022:3).

Additionally, measuring success in either a monetary or nonmonetary manner (Angel,
Jenkins & Stephens, 2018:613) and defining entrepreneurial success and survival are
equally important matters that will be clarified. The relevant application of these concepts
in a pandemic will be elaborated on in the next section. The different characteristics of a
successful entrepreneur will be reviewed according to the main entrepreneurial success
measure defined (Gorgievski et al,, 2011:208). This definition will be followed by the
contributing factors creating the optimal environment for survival or success, and the
importance of the correct entrepreneurial ecosystemic climate will be reviewed to
comprehend the full spectrum of relevant factors contributing to the success or survival
of SMMEs.

The definition of successful entrepreneurs is a trendy yet elusive topic on its own, and
measuring of entrepreneurial success has been intensely researched in the past by
various scholars (Gorgievski et al., 2011:208; Angel et al., 2018:614 and Marias, Du
Plessis & Saayman, 2017:9), still there appear to be no single definitive definition of
entrepreneurial success (Owens, Kirwan, Lounsburt. Levy & Gibson, 2013:73), as will be
shown in the section below. Additionally, defining the successful or surviving entrepreneur
during a pandemic such as Covid-19 is also necessary for review to set the stage for the

empirical study.

Before conducting the empirical investigation, grounded theory (Charmaz, 2014:8),
resource-based theory (Barney, 2001:41), social network theory (Rashid & Ratten,
2020:1), and public sector entrepreneurial theory (Clark, 2016:335-359) will be reviewed
in greater detail since they appear to have the most in common with the SMME segment

of entrepreneurs who survived the pandemic.
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Once epistemology has been reviewed in the literature study, this study will focus on the
ontology part to examine the reality of what SMMEs have experienced during the
pandemic, as reported by recent peer-reviewed academic articles and relevant news
articles and business surveys in South Africa. This review is necessary to comprehend
the background of these dynamic SMMES' innovative actions that aided them in surviving

their constantly changing environment.

It became evident from the literature desktop review in different emerging markets that
despite the cultural barriers, the different languages they speak, the differences in
resources and currencies, and the differences in the type of industry involved by the
various SMME business owners, one aspect remains a constant amongst these SMMEs
as per a variety of scholars: SMMEs who survived the pandemic were dynamic innovating
free thinkers who were able to adapt and repurpose their business models to survive and
grow despite adverse conditions (Rashid & Ratten, 2021; Hidayat, Latief, Nianty,
Bahasoan & Widiawati, 2020; Rashid & Ratten, 2021 and Bartik, Bertrand, Cullen,
Glaeser & Luca, 2020).

The literature review was conducted using relevant current news articles, published
books, working papers, peer-reviewed scholarly journal articles, as well as economic and
educational websites that could be accessed through the library and Internet to ensure a
comprehensive desktop review was carried out for this literature study according to a
recent practical guide when performing qualitative social research (Eriksson &

Kovalainen, 2015:46), including relevant news reports of current events.

The library research is mainly based on reviewing the existing literature applicable to the
topic, and the literature analysis will cover critigues, commentaries, articles, and case
studies of the situation as per the suggestions of Alexander Osterwalder (Osterwalder,
2004:2).

2.2 ENTREPRENEURSHIP OVERVIEW
2.2.1 Defining entrepreneurship: a general perspective

The concept of “entrepreneurship” has a long tradition (Dahle et al., 2022:3) and dates
back almost three centuries to when Richard Cantillion (1697 — 1734) was the first scholar
to use the term ‘entrepreneur’, although early translations of his French work into English
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used the word “undertaker” when translating “Entrepreneur”. Cantillion’s work titled Essai
Sur la Nature due Commerce en General, most likely written as early as 1730 and only
published in 1755, was surrounded by fascinating concepts such as intrigue, murder,
posthumous plagiarism, and rare citations by Adam Smith. It described entrepreneurial
risk, early banking, and foreign exchange, and how to perform trade in general, thus
tracing back the intellectual roots of entrepreneurship to the early 1700s (Arthur &
Hirsrich, 2011:2, Chandra, 2018:1, Cantillion, 2017).

The relevance of this chapter is to highlight that although entrepreneurship is not a new
concept, it is still evolving and difficult to define, describe, or explain adequately. However,
it can be studied in a suitable way. Peter Drucker wrote back in 1964 that the
entrepreneurial job could be studied and organised (Drucker, 1964). Defining the role of
an entrepreneur, as well as formalising its type or measurement, is a contentious topic in
literature as each author has a different opinion (Acs, Autio, & Szerb, 2014; Ferreira,
Fayolle, Fernandes, & Raposo, 2017; Tu, Hwang & Wong, 2014).

Gartner’s view of entrepreneurship was that an entrepreneur is someone who creates a
venture or an organisation when he performs a series of actions (Gartner, 1988:3). In
some later work on entrepreneurship, in collaboration with other scholars, they went
further to describe entrepreneurship as a plural concept, as entrepreneurial activity
cannot only be assigned to one individual, as it involves many people, especially if one
takes into account the spouses, family, close friends, advisors, suppliers, and buyers
(Gartner, Shaver, Gatewood, & Katz, 1994:6). The general view is that entrepreneurship
is not a solitary activity, but it necessitates an interrelated system of stakeholders such
as customers, investors, mentors, suppliers, and employees (Balocco, Cavallo, Ghezzi
&, Berbegal-Mirabent, 2019 and Delmar, Davidsson & Gartner, 2003).

Both Gartner and Chandra quoted Schumpeter when they referred to the roots of
entrepreneurship. Schumpeter laid the foundation for defining the concept of
entrepreneurship in 1934 by establishing the relationship between innovation, economic
growth, and uncertainty (Chandra, 2018:1). It is evident that the classic theorists
established that entrepreneurship found its roots in the field of economy, as it was initially
studied by economic scientists such as Cantillion, Smith, Knight, and Schumpeter in their
early classic studies, defining entrepreneurship as how it relates to the economic

concepts of innovation, risk, and economic growth (Chandra, 2018:1).
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Unfortunately, the concept of “entrepreneurship” does not have a general definition that
all scholars, authors, and historians can agree on (Verheul & Thurik, 2001:329; Shane &
Venkataraman, 2000:217), and the consensus is that there is a lack of a universally
accepted definition. However, the development of the concept of entrepreneurship can
be outlined through the different viewpoints of theorists over the centuries.
Entrepreneurial theories are fundamental for startups to assist with their decision-making
process (Dahle et al., 2020:3). Therefore, in this study we present a review of twenty of
the most influential theories to understand better the concept of entrepreneurship, its
development and where it is headed. See Table 2 on page 14 for more details. Already
two decades ago, it was highlighted that definitions are vague and without consensus,
and to this day, we still have only broad definitions of the concept, as entrepreneurship
has been described then already as “a broad label under which a hodgepodge of research

is housed, thereby undermining its legitimacy” (Shane & Venkataraman, 2000:217).

The importance of understanding the past definitions and reasoning of entrepreneurial
theorists is to be able to comprehend the future course of where entrepreneurship is
headed. This fact was elegantly summarised as “exactly how entrepreneurship gets
redefined is the major challenge confronting the discipline as that will forge the future
trajectory for everyone” (Kuratko & Morris, 2018:11).

Part of the problem of defining entrepreneurship is that it has been studied from different
angles, such as management, economy, social studies, and even anthropology
(Filion,1997:2) and via other methods of analysis, according to the Nieman and
Niewenhuizen model of 2009 (Smith & Chimucheka, 2014). This fact has resulted in
various definitions and contradictions regarding what is and is not entrepreneurship.
Thus, a cloud of uncertainty surrounds the concept (Audretsch, Cunningham, Kuratko,
Lehman & Menter, 2018:703).

The uncertainty aspect was highlighted by the impact of the Covid-19 pandemic on all
types of businesses and mainly on SMMEs. How some SMMEs handled these
uncertainties to survive is a concept that all future entrepreneurs can learn from, from
these survivors, especially from those surviving these adversities (Doern, 2021:3). While
studies before Covid-19 mainly focus on success factors of entrepreneurs (Gorgievski et
al., 2011; Hornaday & Aboud, 1971; Machin-Martinez & De Pablos, 2017) after the recent

pandemic or any disruptive disaster, if an SMME is still in business and operating after
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the disruptive event or disaster, it is a success and worthy of investigation (Haynes,
Danes, Schrank & Lee, 2018:130). Defining the term SMME varies from country to
country (Kusi, Nerh-Opata, & Narh, 2015:2), and there is no consensus on what
constitutes an SMME (Mkhonza & Sifolo, 2021:729). In 2015, the European Commission
(EC) characterised small businesses into three categories (Kusi, Nerh-Opata, & Narh,
2015:2), namely:

(1) Micro businesses: 0-9 employees
(2) Small businesses: 10-99 employees
(3) Medium businesses: 100- 499 employees

The United Nations International Development Organization (UNIDO) has categorised
the different sizes of SMMEs (Kusi, Nerh-Opata & Narh, 2015:2) for developing countries

as follows:

(1) Micro businesses: 0-5 (zero to five) employees

(2) Small businesses: 5-19 (five to nineteen) employees

(3) Medium businesses: 20-99 (twenty to ninety-nine) employees
(4) Large businesses: 100 (one hundred) employees or more

What is regarded as an SMME in one industry or country may not be considered an
SMME in another (Bvuma & Marnewick, 2020). Despite the actual size of an SMME, the
World Bank has defined SMEs as significant players in most economies in 2021,
especially in developing countries, as they represent 90% of businesses and more than
50% of employment worldwide (Worldbank). The United States of America (USA) has a
specific division called the Small Business Administration (SBA), which defines small
businesses as firms with less than 500 employees or non-employer firms (that is, if the
SMME only has one owner and employee). As per the 2017 census, 98% of small
businesses in the USA had less than 100 employees, and 89% had less than 20
employees, making the SMME sector the backbone of the US economy (Katare et al,,
2021:2212) as they employ 50% of the labour force in the USA. Furthermore, in South
Africa, SMMEs play an important role in contributing to the economy, and their
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performance is critical to their impact on the Gross Domestic Product (Mkhonza & Sifolo,
2021:727).

In South Africa, there is no fixed definition or categorisation, but the consensus, as
reflected in a recent news article, indicated that the categories are more or less in line
with those of UNIDO. The following definition, as used by Mhlanga, will be used in this
study for the sake of consistency and clarity on the size and turnover of the different
categories (Mhlanga, 2018:1):

(1) Medium business: 51-200 (fifty-one to two hundred) employees

(2) Small business: 11-50 (eleven to fifty) employees

(8) Very small business: 6-10 (six to ten) employees

(4) Micro enterprise: 0-5 (zero to five) employees

2.2.2 Defining entrepreneurship: Different theoretical perspectives

Classical perspectives

The original writings about entrepreneurship came about to describe the actions of the
first traders or seafarers such as Zhang Qion, Marco Polo, Bartholomeus Dias and
especially in South Africa, the Dutch East Indian Trading Company (Britannica.com,
sahistory.org.za). The French economist Richard Cantillon described the actions of these
tradesmen in his famous first written piece about Entrependre, which was already written
in the 1730 Essai sur la Nature Commerce en General and was only published
posthumously in 1755 (Chandre, 2018).

Cantillion (1697 — 1734) appeared to be the first author to use the term “entrepreneur”
over a hundred times in his essay, although early translations of his French work into
English used the word “Undertaker” instead of “Entrepreneur” (Murphy, 2018).

His work had the privilege of rare citations by Adam Smith and described entrepreneurial
risk and how to trade in general (Chandre, 2018). Cantillion explained the risk concept
from an entrepreneurial point of view as an entrepreneur is someone who would purchase
items at a given cost in the present to resell at an unknown price in the future (Venter &
Van Zyl, 2017).
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Another well-known classical theorist is Adam Smith (1723-1790), who wrote his famous
work “The Wealth of Nations” in 1776 (Smith, 2013). He studied moral philosophy at
Oxford and, already in his mid-twenties, he conceived the economic philosophy of “the
obvious and simple system of natural liberty”, which the world would later regard as
capitalism. He was also the father of the thought “the invisible hand” (Smith, 2013), which
is the guide to competition in an economic system based on individual self-interest, as

explained in his own words.

“Every individual endeavours to employ his capital so that its produce may be
of greater value. He generally neither intends to promote the public interest nor
knows how much he is promoting it. He intends only his own security, only his
own gain. And he is in this led by an invisible hand to promote an end which
was no part of his intention. By pursuing his own interest, he frequently
promotes that of society more effectually than when he really intends to
promote it.”

Adam Smith in The Wealth of Nations (1776)
Source: Samuelson and Nordhaus (1985:41)
In the 1800s, the French economist with liberal views, Jean Baptiste Say (1767-1832),
argued in favour of competition, free trade, and lifting restraints on business. He
established Say’s law, which stated that the law of markets is the claim that producing a
product creates demand for another product by providing something of value. He
regarded production as a source of demand (Schoorl, 2012).

Joseph Alois Schumpeter (1883-1950) was regarded as the first to introduce the concept
of innovation among entrepreneurs. He is also accredited with the Schumpeterian
Hypothesis, which refers to innovation originating in imperfect competition (Hagedoorn,
1996), as imperfect competitors cause inefficiencies as their prices lie above marginal
costs. Schumpeter argued that because monopolies captured all the returns to innovation
(Schumpeter, 2013), the externalities would be less pervasive for monopolistic industries
than competitive industries” (Samuelson & Nordhaus, 1985:718). According to Chandra
(2018:1), the foundation for defining entrepreneurship was laid by Cantillion, Smith,
Knight and Schumpeter. There are several more classical theorists, such as Ricardo,
Knight, and Kirzner. All cannot be described in order not to lose focus. However, a

summary is provided of the main theories influencing entrepreneurship in Table 2.1.
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Behavioural theorist’s perspectives

A wide variety of fields from behavioural studies ascertained to understand and analyse
entrepreneurship; among these were psychologists, sociologists, and human behaviour
specialists. Therefore, this section will provide an overview of entrepreneurship from the
perspective of behavioural theorists. The behavioural bases of superior performance
stem from the superior ability of the entrepreneur to overcome behavioural bounds
(Gavetti, 2011:1).

Max Weber (1864-1920) was a German Social Scientist who was the first behaviourist to
indicate his interest in entrepreneurship. He believed that entrepreneurial growth depends
on an ethical value system of society and analysed religion and its impact on
entrepreneurial culture (Beetham, 2018). Weber stated that the Protestant ethic provided
the mental attitude to promote the spirit of capitalism and favours entrepreneurship
(Weber & Kalberg, 2013). In his work The Protestant Ethic and the Spirit of Capitalism,
he described the rise of Protestantism and he emphasised that the Protestant ethic was
a motivational force driving individuals to specifically seek personal gain or, as he referred
to it, seek “God’s gold”, making religion a key factor for entrepreneurial motivation
(Samuelson & Nordhaus,1985:823).

David McClelland (1917-1998) analysed entrepreneurship's psychological, social, and
cultural aspects (Nieman & Niewenhuizen, 2009:4). He was most famous for his theory
of needs. He determined that there are mainly three different types of needs that motivate
someone, and according to him, these are the need to achieve, the need for power, and
the need to belong. When McClelland observed economic growth, he tried to find internal
factors of human values and motives that lead man to exploit different opportunities, take
advantage of favourable trade conditions, and review the leaders’ needs for achievement
(McClelland, 1973). In South Africa, some believe that the concept of values in a business
is essential, as it provides guidelines for interacting with others and contributes to the

longevity of a business (Kupangwa, 2021:9).

Another behavioural theorist was Jacob Morena (1889-1974), who is regarded the
founder or father of social theory. He was credited with first developing sociograms in the
1930s to study interpersonal relationships in business and life in general (Borgatti &
Ofem, 2010). In his autobiography, he stated that as early as 1923, he started developing
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his sociometric movement (Moreno, 2019:23). Social theories are thus nothing new, but

they have new ways of applying them.

Modern-day perspectives

An understanding of a modernist social science approach is required (Babbie & Mouton,
2001:40) to comprehend the development of entrepreneurial theories with a modern-day
perspective. Entrepreneurial theories can explain business-driven activities and are valid
in reasoning for practical activities (Dahle et al., 2020:1). Steven Seidman (1991:131-146)
was of the opinion that sociological theory needed to be revived and that modernist social

science and social theories were important because:
* Modernist social science aimed to pursue the truth,

* Modern social science undertook human emancipation and social progress,

advocating value, freedom and impatrtiality in social research,

* Modernist social science has substituted any moral responsibility with its specific

intention for human studies to become scientific.

For the last decade or more, very little that is brand new has been written regarding
revolutionary new entrepreneurial theories. According to Anderson and Ronteau
(2017:2053), existing entrepreneurial theories are discipline-bound and operate in silos.
New ways of viewing cross-sectional interaction between entrepreneurial theories are

advised.

A focus was placed on social theories and the network perspective, relationships between
the different role players or actors (Borgatti & Ofem, 2010) to understand potential

theories that may have been applicable during Covid-19.

The list of different entrepreneurial theories summarised in Table 2.1 below is by no
means a comprehensive list, nor “The List” of important entrepreneurial theories. This list,
as provided, is merely to highlight the variety in thinking and most commonly used types
of theories of entrepreneurship. The mentioned theories have influenced the development
of entrepreneurial definitions and theories to what they represent and have become today.
A comprehensive list of theories will be an entire thesis in itself. This summary is merely
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an overview prepared by the author to guide her in understanding where entrepreneurial

theories originated and what were the main developments over the past few centuries.

Table 2-1: Entrepreneurial theories perspective from Classical to modern-day
Nr Name & Theory What does it entail
Lifespan
1 Richard Monetary Theory: | His central theme was to buy at certain prices
Cantillon The Entrepreneur | today and sell at uncertain prices in the future.
1697 - 1734 and Uncertainty An entrepreneur is thus the bearer of
uncertainty. He was the first author to use the
term entrepreneur (Murphy, 2018).
2 Adam Smith The classical The classical theories praised the virtues of free
1723-1790 theory of trade, specialisation, and competition. The
capitalism classical movement focused on three important
aspects of entrepreneurship: land, capital, and
labour (Smith, 1776) and (Smith, 2013).
3 Jean-Baptiste Classical theory French economists with liberal views argued in

Say
1767-1832

favour of competition, free trade, and lifting
restraints on business. Known for Say's law or
the Law of markets (Schoorl, 2012).

4 David Ricardo The classical He wanted to explain why countries engage in

1772 - 1823 theory of international trade even when one country's
international trade | workforce is more efficient than the other
(Chipman, 1965).

5 Thomas Robert | Malthusian theory | He was one of the founders of the classical
Malthus of population theory, the first to say the population will
1766-1834 outgrow the food production ability (Unat, 2020).

6 | John Stuart Mill | Classical theory Theory of utilitarianism - actions are right in
1806-1873 proportion if promoting overall human

happiness (Kimpell, 2015).

7 Max Weber Theory of social He promoted the ethical value system of

1864-1920 change society, analysing religion and its impact on the
(Social entrepreneurial culture. He felt Protestant ethics
Behaviourist provided the mental attitude to promote
Scientist) capitalism (Weber, 2013; Inglis, 2012).

8 Jacob Moreno Social capital He was regarded as the founder of social
1889-1974 theory theory, the first to develop sociograms in the

1930s to study interpersonal relationships in
business and life in general (Moreno, 2015).

9 | Joseph Alois Innovation and Wrote about social theory first in dealing with

Schumpeter social theory capitalism, socialism, and democracy. He said
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Nr Name & Theory What does it entail
Lifespan
1883-1950 we are living in a complex and dynamic world in

which innovation and entrepreneurship occupy
a decisive role in future economic development
(Samuelson & Nordhaus,1985).

10 | J.Clyde Mitchell | Network analysis | The study of network structure between network

1918-1995 actors. He wrote about social networks,
conceptualising the social network as an
analytical construct. Using interactional
dimensions in research (Mitchell, 1970).

11 | John Arundel Social networks His social network theory refers to how people,
Barnes organisations, or groups interact with others
1918-2010 inside their network (Mitchell, 1970).

12 | Thomas Theory of model He emphasised cultural values, role
Cochran personality expectations, and social sanctions as the key
1902-1999 supply elements. The entrepreneur represents

society's model personality (Cochran & Miller,
1943).

13 | Peter Drucker Opportunity based | Entrepreneurs excel at taking advantage of

1909-2005 theory possibilities created by social, technological,
and cultural changes. Known for focusing on the
effectiveness of entrepreneurs, claiming such
effectiveness can be studied (Zaleznik &
Drucker, 1967).

14 | Berthold The sociological, His theory assumes that every individual is
Hoselitz cultural theory of | endowed with social and cultural power.
1913-1995 entrepreneurship | Entrepreneurs can be developed in a well-

and theory of developed society. Entrepreneurship is a
leadership function of managerial skills and leadership
(Hoselitz, 1952).

15 | David Psychological He was known for the theory of needs. He
McClelland entrepreneurship | looked at economic growth and tried to find
1917-1998 theory (also the internal factors of human values and motives

theory of needs or | leading man to exploit different opportunities,
achievement) taking advantage of trade conditions
(McClelland, 1973).

16 | George C Social exchange Social exchange theory proposes that social
Homans theory behaviour results from an exchange process.
1910-1989 The purpose of an exchange is to maximise

benefits and minimise costs (Cook et al., 2013).
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Nr Name & Theory What does it entail
Lifespan

17 | Israel M.Kirzner | Opportunity and Kirzner felt that the role of the entrepreneur lies
1930- alertness theory in their alertness to hitherto unnoticed
opportunities (Kirzner,2009).

18 | Stephen Ross Agency theory This principle has been used to explain and
1944-2017 and resolve issues in the relationship between
Barry Mitnick business principals and their agents since 1970

(Mitnick, 2017; Simpeh, 2011).

19 | Barney Glaser Grounded theory | Grounded theory is the systemic methodology

and Anselm applied to qualitative research conducted by
Strauss social scientists (Charmaz, 2014).
1930-1996
20 | Jay Barney Resource-based He developed this strategic management theory
1954 entrepreneurship | explaining why some perform better than others
theories when in a similar business environment

(Barney, Ketchen, & Wright, 2021).

Source: Compiled by the researcher per the reference listed under each theory

It is necessary to comprehend the period when each entrepreneurial theory was
developed to understand the applicability of that theory, as per Chandra, who studied a
24-year history of entrepreneurship (Chandra, 2018:1, Luhmann, 2013). Understanding
these entrepreneurial theories will assist in identifying which theory was most applicable
to the survival of SMMEs during the pandemic. These theories reviewed in the above
table are listed in chronological order. A theory that forced itself constantly to the
foreground was that leaning towards the social aspects, first social change (nr. 7), then
social capital theory (nr. 8) or innovation and social theory (nr. 9), also the related network
analysis theory (nr. 10), then social networks (nr. 11) and social exchange theory (nr. 16.)
Once the interviews have been conducted, the researcher can identify the most common
underlying theories applied, as it was at this stage of the literature review too early to
determine if only one theory or if several theories could be applicable to the actions as

undertaken by the participants to survive a pandemic.
2.2.3 Applicable entrepreneurial theories for a post-pandemic situation

The four main theories that appear applicable at the stage where the literature review was
concluded, which seemed to apply to research in developing a framework for surviving
SMMEs, will be either grounded theory, resource-based theory, social network theory or

upon realising the impact of the provincial government on the entrepreneurial sector in
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the Western Cape, the Public Sector theory on Entrepreneurship has also been reviewed.
Entrepreneurial theories are helpful in clarifying the reasoning behind practical activities
in the entrepreneurial context (Dahle et al., 2020:1), and they identified six pillars of

modern entrepreneurial theory (Klein, Mahoney, McGahan & Pitelis, 2010).

Each of these four theories has to be reviewed and evaluated for possible
appropriateness to this study. Only after the empirical research was concluded and the
data analysed would the researcher be able to identify the most relevant entrepreneurial

theory or theories that helped SMMEs to survive the pandemic.
2.2.3.1 Grounded theory

Grounded theory was developed initially by Barney Glaser and Anselm Strauss in 1967
with their famous publication “The Discovery of Grounded Theory” (Glaser & Strauss,
1967) and since then updated to reflect its applicability in qualitative research (Glaser &
Strauss, 2017). Before Glaser and Strauss’s groundbreaking work, the assumption was
that qualitative research could not generate theory, and their work challenged that fact
(Charmaz, 2014:8). Now it is commonly accepted that grounded theory is a research
method concerned with the generation of theory (Noble & Mitchell, 2016:34). Clear written
guidelines on how to conduct qualitative research altered the tradition view and made
analytical approaches accessible to other researchers and scholars (Charmaz, 2014:8).

According to Charmaz (2014:15), grounded theory can be applied to quantitative or
qualitative data. However, it has been adopted exclusively in qualitative research, which
is a favourable consideration for this study, as it will be based on qualitative research.
This author further stated that, especially when the research instrument is in the format
of interviews, grounded theory methods can assist in providing more insightful and
incisive work. Grounded theory gathered momentum to become the most popular and
widely-claimed qualitative research method by the 1990s (Bryant & Charmaz, 2007:36).

At first glance, this theory appears to be ideal for this study, as it is so adaptable to
different data fields — no matter what the data constitute, either studied scenes or
interview statements, documents, or a combination of the aforementioned grounded
theory will lead researchers to attend to what they hear, see, and senses while gathering
the data (Charmaz, 2014:3).
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These concepts will form the basis for this empirical study to be conducted in this case.
However, there are also reasons why this researcher is of the opinion that grounded
theory will not be the best applicable fit as entrepreneurial theory applicable during a

pandemic:

» According to Charmaz, grounded theory begins with inductive data, while this study
focusses on deductive data (Charmaz, 2014:1).

» Grounded theory analyses data, actions, and processes rather than themes and
structures (Charmaz, 2014:15). This research intends to focus on the business model
themes mentioned by the Osterwalder study (Osterwalder, 2004).

2.2.3.2 Resource-based Theory of the Firm

The term resource-based view (RBV), or theory of the firm, was first used in 1984 by a
Danish economist, Birger Wernerfelt. However, most modern-day scholars consider Jay
Barney as the father of RBV of the firm, where this theory views firms or businesses as
possessing resources. If these resources are valuable or rare, this can create a
competitive advantage (Barney, 2001:41). All the resources a firm owns or controls can
generate a competitive advantage and better performance (Malinao & Ebi, 2022:299).

This theory is about how a business owns or controls the resources at its disposal, how
well it manages these resources, and to what extent it will contribute to its competitive
advantage (Malinao & Ebi, 2022:299). An older study on this theory stated that the
resource-based view of the firm accentuates a business’s internal characteristics to
explain why it makes different strategic choices that lead to diverse consequences
(Esteve-Perez, 2006:231). This study also stated that according to the resource-based
view, a business could adapt to develop surviving capabilities, which could present this
theory as highly appropriate for this research, as the SMMEs about to be studied had to
adapt and develop distinctive surviving capabilities. It has been found that by developing
different survival strategies, small businesses have survived and improved their business
performance during the Covid-19 pandemic (Abdurohim & Ramdan, 2022:11).

In a 2006 study in Spain, several influencing factors were taken into account, namely age

of the firm, size of the firm, quality of advertising, research and development, innovation,

productivity, profitability, export intensity, liability, and foreign participation were some of
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the factors taken into account to determine if these influenced the resources of the firm
or business (Esteve-Perez, 2016:233-236). As this theory was tested in a developed
country, it is thus uncertain at this stage whether it will be the optimum theory to apply to
a developing economy such as South Africa. Lose tested this theory using it as a lens to
assess the resources for the competitiveness of incubators in South Africa (Lose, 2021:5)
and found that physical resources for competitiveness were varying and lacking in South
Africa.

This particular theory is beneficial in examining the determinants of firm survival, as was
done in the 2008 study conducted by Esteve-Perez and Manez-Castillejo, utilising both
firm and industry-level characteristics (Esteve-Perez & Manez-Castillejo, 2008:231). They
found that the Resource-based view of the firm will describe why certain firms make
certain decisions or strategic moves and how it leads to different outcomes.

According to these scholars, the ability of a business to cultivate specific resources and
capabilities increases its ability to acclimatize to a challenging competitive environment
(Esteve-Perez & Manez-Castillejo, 2008:231). This fact could make this theory highly
applicable in the recent Covid-19 pandemic. Applying this theory can increase the survival

prospects of companies, and this factor thus necessitates a proper review of this theory.

The generation of resources in difficult times and the ability to adapt or acclimatise to
adverse economic conditions while still being able to conduct regular business in a similar
or likely process is the ability to apply the “resource-based theory of the firm” and this
ability or capability or lack thereof can determine the survival or not of a small business
and provide a competitive advantage (Malinao & Ebi, 2022:299). Lose suggested that in
terms of this theory, organisations should assess their resources in terms of value,
rareness, imitability, and substitutability and then focus on those with value, are rare and

cannot be imitated or substituted (Lose, 2021:5).

This theory sees each business as a unique entity with distinctive access to resources,
with the ability to make strategic choices and adapt, ultimately deciding the business's
survival or success (Esteve-Perez & Manez-Castillejo, 2008:231).

They further ascertain that in addition to applying the resource-based theory of the firm,
if a firm can allow for the development of firm-specific assets such as advertising and

R&D, this will enhance their survival prospects (Esteve-Perez & Manez-Castillejo,
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2008:232) and if the firm’s resources and capabilities are unique and the firms harness
all its potential, this will provide them with a competitive advantage over its competitors
(Barney et al., 2021:1936).

2.2.3.3 Social network theory

Isenberg ascertained that vibrant entrepreneurial ecosystems usually contain dense
social networks of relationships (Isenberg, 2011). Social networks and social network
theory per se thus need to be reviewed to determine if social network theory can be the
most applicable underlying entrepreneurship theory for survival during a pandemic. In the
Journal of Entrepreneurship Management and Sustainable Development, a highly useful
article was published by Rashid and Ratten in September 2020, reviewing entrepreneurial
ecosystems during Covid-19 (Rashid & Ratten, 2020:1).

These authors have ascertained that SMMEs do not work well in isolation, especially
during a tragic event such as a pandemic, by interviewing 20 small business owners
(Rashid & Ratten, 2020:1). Roundy and Fayard stated that an entrepreneurial ecosystem
refers to a collaboration of a dynamic network of systems where there is sufficient
interaction to create a conducive environment for entrepreneurship. They also highlight
the networking aspect (Roundy & Fayard, 2020:105).

The specific type of networking theory that was applicable in the Western Cape can only
be determined once the interviews have been conducted, but a desktop review of what
exactly the social network theory entails (O’Connor, Stam, Sussan & Audretsch, 2018)
will assist a long way in gaining an understanding of how this theory assisted SMMEs
during Covid, as it was found that social interactions and sharing of experiences as well
as cooperation were significant during Covid-19 for SMME survival (Messabia, 2022:4).

Social network theory generally studies how people, organisations, or groups interact with
others inside their network (Mitchell, 1970). For the sake of clarity in this study, the
terminology will be defined as follows: social network perspective (the broader concept)
is the umbrella concept versus the two applications thereof, namely analysis and theory,
being separately referred to as social network theory (the entrepreneurial theory) and
social network analysis (the measurement of this concept). A social network perspective
can assist SMMEs with managing employee competencies such as recruitment,

selection, training and development (Soltis, Brass & Lepak, 2018:1). Social network
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analysis (SNA) is the process of investigating social structures through the use of
networks and graph theory (Yie, Chien, Upadhaya, Zhao & Yin, 2021:1).

A pre-Covid study conducted on enterprises in Greece and Spain reviewed the firm's
social cognitive theory and knowledge-based theory. The purpose of the explorative study
was to investigate the significance of the self-efficacy and knowledge acquisition among
14 micro-businesses operating in challenging economic environments with the conclusion
that the success of a micro business is determined by the determination and self-
motivation of the micro-business owner (Duarte Alonso, Kok, Sakellarios, & O’Brien,
2019).

The social network perspective relates to a tradition that focusses on joint activities and
ongoing exchanges between participants in a social system, focussing on the relationship
patterns in the social structure. Rather than examining the actors or participants in
isolation, reviewing the actors from a social network perspective, and analysing the actors
within the network itself, it is their interconnected relationships, not their attributes, that
are important. Reviewing something from a social network perspective includes all
theories, models, and applications regarding relational concepts or processes, as actors

are viewed as interdependent rather than independent (Marsden, 2012).

It is interesting to note that social network analysis was applied to identify the spread of
the Coronavirus around the globe, as it elucidates the interaction between actors or
nodes, which can be individuals, groups of people or objects within a network. The ties
or links that connect them were the reason for the spreading of the virus (Yie et al,,
2021:3). This Taiwanese study examined the spread routes of Covid-19 from China to
West Asia, Europe, North America, South America and the rest of the globe by applying
social network analysis (Yie et al., 2021:3).

When an active measurement is required of actions in terms of social network theory,
then the measurement tools of social network analysis will be applicable. Social network
analysis is the process per formal definitions or tools. Thus, SNA is used for the
measurement of relationships between the actors. These relationships can be formally
defined using concepts, constructs, definitions, and processes to explain how actors or
social units are linked to each other by various relations (Lazega, Wasserman, & Faust,
1995). It is interesting to note that not only was social network analysis applied in tracking
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the virus but also in tracking the solutions of how businesses survived via social
networking (Yie et al., 2021:3), which will be discussed in the final findings, Chapter 7.

The types of measurement tools that are used have undergone some expansion and now
include network sampling, analysis of centrality, positional analysis or block modelling,
analysis of affiliation or “two-mode” networks, theory of random graphs, dependence
graphs, exponential families of random graphs, analysis of longitudinal network data,
graphical techniques and software for the analysis of social networks (Marsden, 2012).

Since before Covid-19, research has shown that entrepreneurs’ chances of success are
determined by the structure of their networks that surround them and other influencing
factors (Burt, 1995). Various factors influence an entrepreneur, such as the networks
surrounding the entrepreneur and the sociological attributes, including local industry and
global industries pressures, networks, and even the activities of local authorities or the

state that may likely affect new ventures (Thornton, 1999).

That is the reason why the entrepreneurial ecosystem, as created by the WC
Government, plays such an active role and can be considered as yet another “actor” in
the social network called the Western Cape economy. Butts describe social network
analysis as a large and growing body of research on measuring and analysing relational
structure (Butts, 2008). Although this field is vast and complex the way Butts (2008)
describes it, with a variety of tools and concepts, as explained above, that can be used
for measuring, it comes down to a social network consisting of a set of entities together
with a relation between those entities and their social ties and how all the pieces of the
puzzle fit together within the entire network.

Networks are the central focus area of entrepreneurial ecosystems (Roundy & Fayard,
2019:115) and are often explained as “a networked constellation of links” among all the
different parties involved in the ecosystem. The main variance between lively
entrepreneurial ecosystems and nonentrepreneurial business communities is the depth
and connectedness of all the parties involved (Roundy & Fayard, 2019:106). Roundy has
been investigating the development of social networks within vibrant and successful
entrepreneurial ecosystems for some time. Earlier he stated that well-developed social
networks within vibrant entrepreneurial ecosystems benefit entrepreneurs because of the

improved transfer of knowledge and information, as networking is a valuable ally (Anwar
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& Shah, 2020:265) between all participants within the entrepreneurial ecosystem
(Roundy, 2017:106).

As part of regular networking events, supporting organisations within entrepreneurial
ecosystems will connect all members and introduce participants to one another by
following socio-cultural environmental parameters (Pathak & Mukherjee, 2020:352).
Attending these events and having access to financial and human capital, opportunities
can be pursued more efficiently, and professional services, such as legal, insurance,
banking, accounting, and technology services, are readily available because of the
heightened networking opportunities (Roundy & Fayard, 2019:107).

2.2.3.4 Public Sector Theory of Entrepreneurship

As this study has a secondary objective to determine whether an entrepreneurial
ecosystem existed in the Western Cape that aided SMMEs to survive the Covid-19
pandemic more efficiently, it is necessary to review this theory as well in addition to the
20 already identified as the most applicable to entrepreneurship, for the sake of
completeness. Public sector entrepreneurship occurs when a governmental institution is
one of the actors at play (Clark, 2016:336). Public sector entrepreneurship transpires
when a political or governmental actor is attentive to and acts on potential political profit
opportunities, thus equilibrating the policy subsystem in which the actor is entrenched
and moving it towards a new equilibrium with the involvement of the private sector
(Shockley, Stough, Haynes, & Frank, 2006:205; Peck et al., 2018).

In the Western Cape, it appeared via media reports that the Western Cape Government
has become involved in the economic activities of the entrepreneurial sector in an
endeavour to enhance the economy of the Western Cape during the pandemic (Western
Cape Government) by applying different interventions. In a study conducted in Sub-
Saharan Africa (Lesotho, South Africa, Tanzania and Zimbabwe), it was argued that
responses to curb Covid-19 were best articulated if it were done through political economy
theory. Unfortunately, the Sub-Saharan Africa study has found that local governments
have only played a limited role in combating the pandemic, as is evident by their failure
to address the socioeconomic needs of the poor (Matamanda, Nel, Chanza, Leboto-
Khetsi, & Paradza, 2022:103).
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The actions in terms of public sector entrepreneurship theory include but are not limited
to the altering of the organisational landscape by amending the administrative rules,
revisiting the applicable processes or organisational norms, establishing new
departments or agencies that can assist the entrepreneurs, redefining their performance
objectives, and doing all of the above whilst creatively managing the public needs with
limited resources to their disposal (Clark, 2016:337).

With the different Western Cape Government intervention programmes during Covid-19
and the involvement in creating an online market for smaller traders, it appears that some
form of public sector entrepreneurial theory was at play in the Western Cape during
Covid-19. The empirical study will investigate whether or not this specific theory is
applicable.

2.3 ENTREPRENEURIAL SUCCESS AND SURVIVAL

This section aims to define entrepreneurial success factors. Success can be measured
differently as success means different things to different people. Studies have shown that
for some business owners to receive gratification from their work can be regarded as a
successful consequence of self-employment (Mitra, 2002; Paige & Littrell, 2002;
Gorgievski et al., 2011). For others, maximising profit and business growth are more
critical (Paige & Littrell, 2002; Gorgievski et al., 2011). It is important to note that
entrepreneurial competence and the immediate business environment of an SMME will

influence the business success of the entity (Yustian, 2021).

In a study by Angel et al., they clearly defined monetary and nonmonetary criteria for the
success or performance of a business (Angel et al., 2018: 611-636). They further defined
between the firm level or the entrepreneurial level, since there is also a difference, as
different entrepreneurs and firms view success and growth differently (Angel et al.,
2018:613).

The main point was that researchers must decide from which angle to view success: from
a criteria-based or understanding-based approach (Angel et al., 2018:614).
Entrepreneurial success is multifaceted, and one has to take cognisance of the fact that
there could be a combination of monetary and nonmonetary criteria for success between
different entrepreneurs and different firms, and success can also be measured in just

achieving goals, whatever these goals may be for each individual (Angel et al., 2018:614).
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In addition to the above, different sectors of business have various critical success factors
(Marias et al., 2017:9), and to determine which SMMEs survived, thrived, or were
successful in operation during Covid-19, it is therefore vital to consider all these factors
before determining who thrived and survived and who did not. Since there are different
criteria and a wide variety of ways in which to determine critical success factors (Marais
etal., 2017:10) of the different types of SMMEs, caution must be taken to decide on which
approach to follow, as one person’s view of failure may be a different person’s view of

success.
2.3.1 Differences between success and survival

Success can be measured in the business world, although there is little agreement on the
ideal or apt measure for entrepreneurial success (Farrington, 2012:386; Sigauke,
2020:118), and the question is: measuring it via financial or nonfinancial criteria? Walker
and Brown did a study in 2004 amongst 290 small business manager owners in Western
Australia to ascertain if the popular method to measure their success via financial criteria
is still relevant (Walker & Brown, 2004:577).

A study amongst 169 respondents as SMME owners in the Johannesburg CBD
investigated how SMMEs dealt with the unstable market environment of Covid-19
(Mkonza & Sifolo, 2022) and also found that financial analysis of their own business and

that of their competition is equally important.

The findings of the Australian study suggested that both the prevalent method in literature,
the financial method and the lesser-known non-financial but lifestyle criteria are used to
review business performance or success in the financial world, but amongst small
business owners themselves, the criteria of personal satisfaction were the best indicator
of success (Walker & Brown, 2004:588).

Survival is usually associated with being alive after a disastrous event or traumatic
experience. The study on the survival and success of small businesses after Hurricane
Katrina (Haynes et al.,, 2018) and the impact of the disaster focused heavily on the
research conducted by the 2013 and 2015 Small Business Survival and Demise after a
Natural Disaster study conducted by the National Science Foundation (USA), (Marshall
et al., 2015) indicated that the way stress was handled impacted survival and loan

guarantees or government loans would aid small businesses to survive better than
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without these loans (Haynes et al., 2018). With survival and success now defined, it is

necessary to determine how entrepreneurial success is measured.
2.3.2 Measuring and defining entrepreneurial success

As stated above, success can be defined in monetary or nonmonetary ways (Angel et al.,
2018:613). There seems to be a focus in the literature on focussing on economic
outcomes when measuring success, such as sales figures, profitability, and employment
(Kantor, 2002:131; Katongole, Ahebwa, & Kawere, 2013:167; Kirkwood, 2016:549, and
Overall & Wise, 2016:210).

These different views mean that there are various ways to measure different types of
success. Some call it objective ways of measuring (traditional or financial) versus
subjective (personal perception) ways (Lekovi¢ & Mari¢, 2015). Defining entrepreneurial
success will differ depending on who is doing the review and whether financial or
nonfinancial methods are preferred. There is little agreement on the correct measurement

methods for entrepreneurial success (Farrington, 2012:386).

Popular methods of measuring success include profitability as a monetary measure, thus
achieving financial reward and business either in staff or assets or customer base
(Kirkwood, 2016:599; Katangole et al., 2013:167). Furthermore, innovation within its
sector is a measurable method, firm survival or continuity, over several years or
generations, giving back to society, thus being philanthropical and receiving that
gratification by helping others, or personal satisfaction by achieving own set goals, all
stakeholders being satisfied, a good balance between work life and personal life,
recognition or fame in the public domain and utility and usefulness, as set out in Table
2.2 below (Gorgievski et al., 2011:208).
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Table 2-2: Different Entrepreneurial Success measures described
Nr Success measure Description

1 Financial profitability High yields and a good profit margin

2 Growth Growth refers to staff, sales, customer base, market
share, or distribution areas.

3 Innovation It refers to the introduction of new products, production
methods, or new ways of doing business.

4 Firm survival/continuity The firm can be handed down to the next generation,
sold, or even survived when others close down.

5 Contributing back to It refers to social consciousness, sustainable production,

society or community involvement/ philanthropical actions.

6 Personal satisfaction It is achieving one's own life goals, such as autonomy,
challenge, security, power, and creativity.

7 Satisfied stakeholders All are satisfied and feel involved up and down the
supply chain

8 Good balance between The balance between work and private life allows time

work and private life for the owner, family, and friends.

9 Public recognition A good reputation in their industry could be a prize
winner, famous in the community, either local or
international.

10 Utility or usefulness The business fulfils a specific societal need, providing a
vital service or product in demand.

Source: Adapted from Gorgievski, Ascalon, and Stephan (2011:209)
Another popular method of measuring firm performance is via the Balanced Scorecard

method, as it takes into account the most critical aspects of the business by measuring
financial aspects, customer-related aspects, internal business processes, and learning
and growth outcomes (Dobovic, Lambovska, Gallo & Timkova, 2018:42).

These measurements were applicable during regular times, when an entrepreneur
conducted business as usual. The situation, however, drastically changes during a
pandemic. Therefore, different and changed variables should now be reviewed to
measure entrepreneurial success. A recent Indonesian study investigated the factors that
influence the resilience of SMMEs during Covid-19 in Indonesia and learnt that there are
multiple factors or variables to take into account to measure the actions to survive or

actions to overcome daily struggles. This Indonesian study provided an excellent use of
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measurement questions during the Covid-19 pandemic (Hidayat et al., 2020) that focus

on:

. Entrepreneurship characteristics
. Utilisation of technology

. Government assistance

. Crises management and

. Business resilience.

Source: Hidayat et al, 2020:26715

The Likert scale was used in this study. The completed survey questionnaires used the
Likert scale of one to five, where participants had to strongly agree to disagree on a scale
of one to five. If there are no stable inner characteristics within the businesses being
measured, there is no sense in using the Likert scale to measure (Neergaard & Ulhoi,
2007:229). In the Indonesian study, the conclusion indicated that business resilience was
strongly influenced in the Indonesian sample by the entrepreneurial spirit, as possessed
by entrepreneurs partaking in the study, and the strong soul or inherent strength of the
entrepreneur is very influential in the development, management and survival of
businesses (Hidayat et al., 2020: 26719, Helgeson et al., 2020).

Rensis Likert devised the Likert scale used in the Indonesian study mentioned above in
1932 by an American social scientist (Britannica.com). Lickert also created a technique
to combine the answers into a scaled format, which is rarely used, but his answer format
of “strongly agree”, “agree”, or disagree”, and “strongly disagree” has been widely used
in academic fields (Cooper & Schindler, 2011:299). The Likert scale is a type of composite
measure to improve the different intensities of measurements in social research by using
standardised response categories in survey questionnaires to ascertain the relative

concentration of different opinions (Babbie, 2011:164).

The measuring of success or entrepreneurial views can thus be easily measured using
the Likert scale's answer format (Cooper & Schindler, 2011:336). When measuring
success before versus after an event, it should also be noted that there is a possibility of
positive changes and growth after a stressful event, as proven in the literature (Park,
2006:795). A recent study refers to these positive changes as posttraumatic growth (PTG)

(Boals, Bedford, & Callahan, 2019:12).
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When measuring results or variables in research measurement, it is essential to note that
precision and accuracy are important qualities (Babbie, 2011: 128), and special attention
must be assigned to two technical considerations: reliability and validity, as well as
authenticity (Creswell & Poth, 2018:443). Reliability refers to the extent to which the data
collection technique will yield consistent findings (Saunders et al., 2019:815) or whether
a particular technique will provide the same result when repeatedly applied to the same
object or variable. Validity refers to the extent to which data collection accurately
measures its intended measures (Saunders et al., 2019:820). Several techniques have
been developed (Babbie, 2011:130-131) to cross-check the reliability of measurements,
such as:

. Test-retest method

. Split-half method

. Using established measures

. Reliability of research workers

The reliability and the validity of measurement when measuring entrepreneurial success
or survival are critical as the study's trustworthiness cannot be questioned. The data to
be measured must be reliable and valid. Hence, the reason for employing the above
cross-checks is to ensure the reliability of the measurements. Measurements for
entrepreneurial success can be summarised in broad categories that incorporate
profitability, sales, and employment (Overall & Wise, 2016:210), which aligns with the

view of Gorgievski et al., as provided in Table 2-2 above.

The measurement of entrepreneurial effort or success comprises an assortment of
variables, and one cannot simply measure only one component to regard that individual
entrepreneur as overall successful. Using Bill Gates as an example, it is evident that there
is primarily positive confirmation on some of the criteria per the Gorgievski model.
Profitable business, yes; growth, yes; public recognition - yes. However, the question
remains open about his level of success after his recent well-published divorce, where
Gates himself referred to the matter as one of his “personal low points” (Jackson, 2022:1).
The question remains whether overall Bill Gates can be referred to as a successful
entrepreneur, or a successful individual as per the Gorgievski model as well, since his

marriage failed?
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Academics tend to prefer to focus on measuring success where the measured variables
can be easily collected (Farrington, 2012, 387). Individual SMME business owners
appear to prefer personal satisfaction, according to the 2004 study by Walker and Brown
(2004:585). The most appropriate view of measuring success will depend on who is doing
the measurement. Historic success measurement usually ignores alternative criteria for

success definition, such as the personal goals of the owners (Lekovi¢ & Mari¢, 2015:12).
2.3.2.1 Measuring success from the business world’s perspective

Measurement of a small business’s success can be done using financial or non-financial
criteria (Walker & Brown, 2004:578), although traditionally financial measurement and
business performance received the most attention in the literature (Owens et al.,
2013:74). Although economic measurements are the popular method (therefore, these
measurement criteria will be discussed first), some SMMEs have no interest in growth,
indicating that financial gain is not their sole motivating factor. The nonfinancial criteria
for measuring business success will also be discussed. Whether the view of success is
monetary or nonmonetary depends on the business values, which refer to the
organisation's deeply entrenched beliefs and principles (Chung, Dean & Ehrhart,
2021:711).

Profit

From a firm’s perspective, profit is one of the most essential aspects. Profit is a success
measurement that refers to the business receiving high yields and good profit margins
(Gorgievski et al., 2011:232). Profits differ between a company's total revenues or sales
and its total costs (Samuelson & Nordhaus, 1985:660). Generally, the higher the profits
at the end of a financial year, the more a firm is regarded successful. Firms use financial
criteria to measure business success because they can be effortlessly applied (Walker &
Brown, 2004:577). Performance of profitability is an easy way to measure success
(Lekovi¢ & Mari¢, 2015:15), although this method only ignores other vital criteria such as
personal goals.

Also, traditionally, the measurement of business success has been based on measures
such as profit, financial performance, turnover or return on investment, and employee
numbers (Walker & Brown, 2004:578). Hence, all these subcategories will have to be
reviewed to allow an understanding of the measurement of success.
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Growth

Another factor that can be easily measured from financial year to financial year or from
calendar year to calendar year is the growth of a business, or lack thereof. Growth is one
of the economic measurements of a business's performance that has been used
traditionally as it is easy to apply since it is a “hard measure” (Walker & Brown, 2004:578).
A success measure such as growth refers to an increase in the number of firm employees,
firm sales, or the firm's market share (Gorgievski et al., 201:232). If we look at “growth” in
the business world, the term “economic growth” is what is most used, and it was initially
described in terms of a country as “... the expansion of a country’s potential national
output, or the potential real GNP: the expansion of the economic power to produce...”
(Samuelson & Nordhaus, 1985:787). Applying this definition to an SMME will encompass
the fact that the business's ability to produce from one year to the next has expanded,

indicating growth.

However, the opposite can also be true if the SMME business owner has no interest in
growing the business, thus suggesting that financial gain is not the sole motivating factor
for the company. In this instance, the absence of growth cannot consequently mean that
a particular business was unsuccessful, as nonfinancial criteria can also be used to

measure business success (Walker & Brown, 2004:578) as per the section below.

Innovation

There has been limited research recently on measuring innovation in small enterprises,
and this should come since no surprise as SMME owners face the challenge of devoting
their time sufficiently between managing innovation and measuring its impact while they
are also mainly managing all other functions of their business (Faherty & Stephans,
2016:351).

Gorgievski et al. feel that innovation is the third most crucial criterion, as it is a critical part
of business activity and can be seen as the success measure related to the business
introducing new products and methods of conducting business. Innovation is often

regarded a means to increase growth and profitability (Gorgievski et al., 2011:210).

Innovation is also regarded as a core competency in the broader concept of “innovation
and creativity”, one of the seven crucial characteristically traits identified among business

owners to survive a pandemic (Hidayat et al., 2020:267). Small businesses see innovation
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as “identifying better ways to do things”, according to Faherty & Stephans (2016:353),
and this is a fact the pandemic taught most surviving SMMEs — to find a better way to do
things, even during a lockdown to help them to survive.

A study conducted during the Covid-19 pandemic found that creativity and innovation are
crucial prerequisites for future sustainability. Especially in the technology field, SMMEs
should keep up with the innovation as a means of conducting business and a form of
social networking (Enwereji, 2020:126).

Contribution to society at large

In the Gorgievski study amongst 150 Dutch small business owners, the researchers not
only looked at the minimum standard or what was needed to operate in line with the law,
they also went further and looked at supplementary social and environmental welfare
beyond the point of the business’s direct business or their economic interest (Gorgievski
et al., 2011:210).

These contributions would be more extensive philanthropic behaviours, such as donating
money to charities, supporting community activities, and following environmentally
friendly practises, or using the famous phrase “contributing towards the greater good”.
Social entrepreneurship has highlighted the social and environmental performance of a
business as a success criterion that helps with the good feelings of a company
(Gorgievski et al., 2011:210).

SMMEs have a corporate social responsibility within the community in which they operate,
even though they face a variety of challenges; hence, it is required for SMMEs to become
profitable so that they can fulfil their social responsibility toward society, a recent view
from a study in India (Kumar, Syed & Pandey, 2020:3396).

It is also possible to measure success in terms of the involvement of a business within
his society or community and its contribution to the prosperity of the entrepreneur and his
respective family, to other stakeholders, as well as to the local, national, or international
economy (Reavley & Lituchy, 2008:273), as being socially aware is a perception of
success (Gorgievski et al., 2011:213).
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Satisfied stakeholders: customers, business partners, and employees

Stakeholder satisfaction up and down the supply chain or of any significant role players
in the entrepreneur's life can also be regarded as a success factor. It is imperative to note
that older studies only referred to happy staff and customers (Gorgievski et al., 2011:211),
but in more recent times, a wider area of satisfied stakeholders will be a more acceptable

measurement of the success criterion.

Therefore, success is also measured in terms of a business to the society in which it
operates (Reavley & Lituchy, 2008:273). The satisfaction of the totality of all forces and
institutions outside the SMME is not within the control of the SMME, but it has a
substantial impact on the SMME; hence, the SMME must ensure it understands its
environment and seeks to satisfy its needs (Enwereji, 2020:126). There is a consensus
that entrepreneurial success is multifaceted, and this includes also the satisfaction of the

entrepreneurs themselves (Owens et al., 2013:74).
2.3.2.2 Measuring success from an SMME business owner’s perspective

Angel et al. stated that research on what success means to entrepreneurs remains scarce
(Angel et al., 2018: 611), as entrepreneurial success is multifaceted. Measuring success
from a small business owner perspective in Western Australia revealed three aspects as
the most important considerations for these SMMEs: personal satisfaction, pride, and a
flexible lifestyle (Walker & Brown, 2004:585).

The survey respondents preferred these considerations more than they preferred
financial criteria when asked how they measure their success themselves (Walker &
Brown, 2004:586). These different nonfinancial success criteria will thus be reviewed to
understand better the measurement of success from the perspective of an SMME
business owner before testing the hypotheses on perceptions of success in the empirical
study. Non-material rewards can motivate people more than just material rewards (Kljajic-
Dervi¢ & Dervi¢, 2017:574).

Personal satisfaction

Personal satisfaction has been described as a “pull motivation factor” (Walker & Brown,
2004:579), which is when the business owner has experienced an equitably strong
positive internal desire to start their own business (Walker & Brown, 2004:579). When
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this business provides the entrepreneur with personal freedom, a certain level of
independence, satisfaction, and a flexible lifestyle (Walker & Brown, 2004:579) can be
acquired with sufficient time for the owner, self, or family. Success, whether in a business
or a project, should be measured more broadly, as there is diversity in how success is
defined and measured (Muller & Jugdev, 2012:757).

An operational business that can afford the entrepreneur to continue his flexible lifestyle
provides greater job and personal satisfaction than higher profits. Similar findings became
evident in The Netherlands in 2011 among 150 Dutch business owners when asked what
factors they considered necessary when measuring success, as described above in Table
2.2.

The scores for the percentages of the ten identified criteria and how they were ranked as
success criteria by the 150 participants in this 2011 study are depicted below. Personal

satisfaction was the overall favourite (44% vote), as can be seen in Table 2.3 below.

Table 2-3: Ranking of success criteria by 150 Dutch business owners

Success Criteria Percentage | Rank nr % first choice

Personal satisfaction 7,87 1 44
Profitability 6,44 2 15,3
Satisfied stakeholders 6,23 3 7,3
Balance between work & private life 5,81 4 12,7
Innovation 5,03 5 5,3
Firm Survival/continuity 4,40 6 5,3
Utility / Usefulness 4,32 7 6
Contributing back to society 3,80 8 1,3
Public recognition 3,46 9 1,3
Growth 2,76 10 1,3

Source: Gorgievski et al. (2011:222)

A thought-provoking point they made in explaining the study results was that the business
owners' age played a significant role. The younger the business owner's age, the higher
they ranked profitability (Gorgievski et al., 2011:223), as older business owners have
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already accumulated their wealth and focused on a quality lifestyle with less work and

more play.

Work/life balance

In the 2004 study in Western Australia, SMME owners indicated that being able to
structure their day themselves to achieve a balance between work and sufficient free time
to pursue their lifestyle outside work was an essential feature for them of being the owner
of their own business (Walker & Brown, 2004:587). Gorgievski et al. described work /
family balance as “...the positive mutual influence between work and private life, allows

time for yourself, family, and friends...” (Gorgievski et al., 2011:209).

These authors have defined the time allocated to family-related matters versus the time
spent at work as achieving a work-life balance (Gorgievski et al., 2011:211). They found
that some business owners referred to their positive work-life balance as the “...crowning
glory of their hard work...” and saw it as an achievement that they are now their own boss
of their time (Gorgievski et al., 2011:211).

It is thus evident that measurements not relating to financial growth and success can also
be determining measures of success, and these include autonomy, job satisfaction, and
the capacity to balance work and family responsibilities and are unique from business to
business, thus subjective and personally defined and not so easy to quantify or measure
(Walker & Brown, 2004:579).

Gorgievski et al. stated upfront that their study intended to investigate the definition of the
concept of success, and from their research it emerged that most small business owners
put personal and interpersonal criteria above business criteria. Therefore, the Dutch study
ranked the personal satisfaction category as the number one criterion, where 150 small
business owners were interviewed. (Gorgievski et al., 2011:224). Similarities have been
highlighted in Chapter 6 of this study.

Public and peer recognition

This category was also included in the list of success criteria by Gorgievski et al. after
they surveyed the popular media that provided special attention to award-winning
entrepreneurs and their related companies and different products. They found that public

recognition can be regarded as an intrinsic reward for a business owner (Gorgievski et
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al., 2011:211). The Business Chamber of Commerce Johannesburg (JCCI website) has
indicated that SMMEs belonging to their chamber must be recognised amongst their
peers. Hence, they have an annual gala evening where the notable achievements of
members have been recognised since 1890. In the high-technology industry, it was
ascertained that business owners identified recognition by their peer group as one of their
primary motivating factors (Corman, Perles & Yancini, 1988:36).

Motivation

What motivates one entrepreneur to start a business versus the next one can differ
substantially, as some experienced pull and other push factors, as explained by Walker
and Brown, have been discussed extensively in the literature (Walker & Brown,

2004:579), so the original motivating factors to commence the business plays a clear role.

Owners' motivations, whether seeking huge profits or financial freedom to maintain a
healthy work-life balance, are the motivating factors for business success linked to having
more personal freedom and enjoying independence by being the boss with a flexible
lifestyle (Walker & Brown, 2004:579).

The vital fact to note is that the satisfaction that business owners derive from their work
is more important to them than financial success, as determined by Van Praag and
Versloot (2007:351).

2.3.2.3 Defining entrepreneurial success during a pandemic

The explanation of success versus survival versus failure during a pandemic does not
have sufficient scientific research to conduct a desktop review, hence the reason for this
study. Operating a business in disruptive conditions, such as a global pandemic when
governments around the world forced non-essential businesses to close and only allowed
to trade on online platforms whilst working from home, was known as a hard economic
lockdown (Doern, 2021:1). For small businesses to adapt to an unfolding crisis and to
survive, their resilience and crisis management enabled them to “...go the distance...”,
which allowed their businesses to survive (Doern, 2021:9), and this is indeed an
accomplishment in itself and mere survival can be seen as a success when operating
during a pandemic. The aftermath of the pandemic provided us with an opportunity to

alter how we view business growth or success, as authors have realised that a more
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holistic approach is needed to examine why growth and success are so difficult to achieve
(Greene & Rosiello, 2021:7).

The effect of the lockdown in South Africa was severe, as in the second wave, nine out
of ten businesses reported reduced turnover, and 35% of firms had to lay off staff
(StatsSA.gov.za) as published on 14 May 2020. An economic overview of the South

African situation is provided in Chapter 1.

For an example in the UK of how small businesses coped during the recent pandemic
lockdown, Doern’s study of 49 SMME business owners provides insight. In the first weeks
of the lockdown in the UK, since Prime Minister Borris Johnson declared a national
emergency on 23 March 2020, where all no-essential businesses were ordered to close,
the weekly diaries of 49 respondents were studied and analysed (Doern, 2021:3-9). The
findings indicated notable similarities in how small businesses responded to the unfolding

crises, and these were the actions undertaken (Doern, 2021:1-9) by them:

» Checking the vitals of the business, such as monitoring damages and detecting future

risks.

» Blocking by employing quick and defensive moves to absorb damages and defend the

business against future risks.

» Deflecting by avoiding damages and protecting the business by mobilising resources

from networks whilst planning the next move.
» Developing tactical awareness by managing the expectations of all involved.

Defining the success of a small business or SMME business owner during Covid-19 is
challenging, as so little information is available on this topic of SMMEs surviving lockdown
and the pandemic (Koekemoer et al., 2021:1). The way in which small businesses
adjusted to the unfolding crisis and what actions were taken or how they responded to
ensure their survival, labelled by Doern as “...going the distance...”, (Doern, 2021:3)
means that business owners had to do “whatever it takes to survive”, for their business

to remain operating.

The entrepreneur requires all of the above-mentioned entrepreneurial characteristics

(which can be measured as per the previous sections) to be able for their business to
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survive during a pandemic. For entrepreneurs to survive a crisis such as the Covid-19
pandemic, they require responsiveness, must be quick to respond, have a drive or ability
to strive for achievement, be innovative and creative in the face of adversity while still

being focused on their customers (Hidayat, 2020: 26711).

After reviewing several studies (Doern, 2021; Koekemoer, 2020; Hidayat, 2020), it
became evident that entrepreneurial survival in these troubled times (since the outbreak
of Covid and beyond) means still having their businesses’ doors open from before the
pandemic until after the pandemic and this fact of still being operational appears to be

regarded as being successful.

At the beginning of this study, South Africans found themselves amidst the pandemic,
with a fourth wave at that stage just dying down in South Africa and a fifth wave hitting
Europe, especially Germany, then experienced over 50,000 new Covid-19 infections daily

as reported from Berlin on 10 November 2021 (Ritchie et al., 2021: ourworldindata.org).

The reviewed studies indicated that for an SMME business owner to still be operational
after almost two years of surviving different kinds of lockdowns and restrictions on trading,
challenges such as reduced staff due to infections or isolations and supply issues and
many more obstacles, such a business can be regarded as surviving and thriving as they
were able to cope with the elements of surprise, threat, and short response times (Clauss
et al., 2021; Adam et al., 2021 and Pu et al., 2021).

Different regulatory or government policies or restrictions were put in place around the
globe to prevent the spread of the virus. Initially, a total economic lockdown with people
only allowed to work from home and only emergency colleagues or essential staff allowed
to attend work at their regular place of work, was one of the first lockdown measures “to
flatten the curve” — a widespread phrase liked by governments around the world to ease
the burden on their medical infrastructures by decreasing the rate of infection over time
(Arshed, Meo & Farooq, 2020:4).

Then, when this did not seem to work and economies began to suffer, governments
initiated social or physical distancing policies. This fact only allows a certain amount of
customers in a particular shop area at one given time, or one to two metres distance
between people in ques, as well as a large scale of social restrictions, e.g. no large sports

events were to be held and later not to be attended by spectators, only televised, and in
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the case of South Africa, funerals could only be attended by 50 people max at a time. All
of this, especially the social-physical distancing, severely impacted the lifestyles of South
Africans (Sewpaul et al., 2020: 12), as well as businesses and their profits.

2.3.3 Characteristics of a successful entrepreneur

A review of the characteristics of entrepreneurs will provide a better understanding of the
psyche of an entrepreneur as an SMME business owner. The importance of obtaining a
better understanding of the characteristics of successful entrepreneurs was already
emphasised in the early seventies by first Hornaday and Bunker (1970) and later by
Hornaday and Aboud (1971). They indicated this need for understanding to help
strengthen the economy and significantly contribute to the future education of
entrepreneurs (Hornaday & Aboud, 1971:141). Joseph Schumpeter was also well known
decades ago for his views on the importance of entrepreneurs and innovation (Chandre,
2018).

In the tough modern-day times of Covid-19 and lockdowns, being innovative is still one
of the most critical requirements of continuously being an entrepreneur to ensure the
survival of a business. Furthermore, the personal capabilities and motivations of the small
business owner will impact whether they intend to grow the business or maintain it
(Walker & Brown, 2004:577), as different SMME owners may have various reasons for

having their own business.

A variety of characteristics or attributes were identified in the 1971 study by Hornaday
and Aboud. Amongst them were that entrepreneurs needed high energy levels and good
physical health for achievement and must be willing to take risks. Entrepreneurs must be
creative, have a desire for money, and have a tolerance for uncertainty. Entrepreneurs
must also be able to be authoritarian in business while getting along with their employees.
Characteristics include being organised, self-reliant, competitive, patient, and confident,
versatile and innovative, having a purpose and a need for power, perseverance, and
showing leadership effectiveness (Hornaday & Aboud, 197:150-151). Thus, it is not
merely one characteristic or one specific trait but a combination of factors that must be

encompassed all in one individual to make them successful entrepreneurs.

Entrepreneurs also have to possess the following personality traits: risk taking, a locus of

control, and a need for achievement (Farrington, 2012:383), based on the five-factor
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model of personality, which was identified already in 1993 (Goldberg) based on empirical
research, which included the following features: extraversion, conscientiousness,

openness to experience, agreeableness, and neuroticism (Farrington, 2012:384).

In a very recent study conducted in 2020 based on the effects of the Covid-19 pandemic,
a study conducted in Indonesia also reflected on the topic of entrepreneurship
characteristics. The scholars stated that an entrepreneur is an individual who must
possess a unique set of excellent traits, such as skills and characteristics that will enable
them to conquer obstacles and overcome challenges, especially during such a tough
period as the pandemic (Hidayat et al., 2020:26711).

According to them, the three most experienced entrepreneurial traits of those who

focused on business sustainability were:

. Strive
. Innovation and creativity
. Customer orientation

These three characteristics are all interrelated and will enable an entrepreneur to increase
the resilience of his business in challenging times (Hidayat et al., 2020:26711). The small
business owners responding to this study was done amongst 97 small and medium
enterprises in South Sulawesi, Indonesia, and identified seven important traits (Hidayat
et al., 2020:26710) for an SMME business owner to survive the current crisis, namely:

. Passion for remaining sustainable
. To maintain hope

. Passion for hard work

. Innovation and creativity

. Customer orientation

. Maintain quality of product

The entrepreneurial mindsets of SMMEs who survived the pandemic provide us with
valuable insight into the characteristics of entrepreneurs. The most common
characteristics they possess include being agile, adaptable, proactive, also action-

orientated, resilient, determined, open-minded, innovative, tenacious, driven, optimistic,
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and with the capability to handle uncertainties with a clear appetite for risk (Maritz et al.,
2020:3).

After reviewing various peer-reviewed articles, it is safe to say that the characteristics or
traits required to be a successful entrepreneur (and surviving during a pandemic is
regarded as successful) are multiple and varied (Farrington, 2012:382), with passion,

hope, and resilience being the most important skills an entrepreneur needs to survive.
2.3.4 Contributing success factors

There are a variety of factors that can contribute to the success of an entrepreneur
(Farrington, 2012). Therefore, measuring success or survival may not be such an easy
feat. Looking at the traditional measurement of success versus failure, here is a summary
in Table 2.4, as compiled by researchers Lussier and Halbi in 2010:

Table 2-4: Explanation of success versus failure variables

Success Variable Explanation

Capital Businesses that start undercapitalised have a higher
chance of failure than those with adequate capital.

Record keeping and financial control | Businesses without accurate records and adequate
financial controls have a higher chance of failure.

Management experience Businesses managed by people without prior
industry experience have a higher chance of failure
than firms managed by people with previous industry
experience.

Planning Businesses with no specific business plans have a
higher chance of failure than firms that do.

Professional advisors Businesses that do not use professional advisors
have a higher chance of failure than firms operating
advisors.

Education People without any college education who start a
business have a higher chance of falling than people
with one or more years of a college education.

Staffing Businesses that cannot attract/retain quality
employees have a greater chance of failure than
firms that can.

Product/service timing Businesses that select products/services that are too
new or old have a higher chance of failure than those
that choose products in the growth stage.
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Success Variable Explanation

Economic timing Businesses that start during a recession have a
higher chance of failure than firms that begin during
expansion.

Age Younger people who start a business have a higher

chance of failing than older people.

Partners A business started by one person has a higher
chance of failure than a company started by more
than one person committed to the business.

Minority Minorities have a higher chance of failure than non-
minorities.
Marketing Business owners without marketing skills have a

higher chance of failure than owners with proper
marketing skills, as marketing and advertisement are
crucial to making potential customers aware of the
new start-up.

Source: Adapted from Lussier and Halabi (2010:364)
Although all the criteria mentioned above for success are still applicable during a
pandemic on the business owner self, there is also an outside list of contributing factors
(Sigauke, 2020:142-147) that should be taken into account and that could make or break

a small business during these troubled times, namely:

. Support

. Human capital

. Mentorship and networking

. Government or institutional support

These outside forces or factors will be reviewed to clarify what this entails, and the
concepts will also be included in the empirical research.

2.3.4.1 Support

Family and partner support, as well as hired help to the business owner, has been
regarded as massive assistance to enable the business owner to free up time, which can
be focused additionally on the business and help it to survive (Cheung & Halpern, 2010).
This issue has been mentioned in the empirical study and will be discussed in Chapter 6.
A recent study in Pakistan on women entrepreneurs and how Covid-19 impacted their

businesses found that the pandemic had a physical and psychological impact on them
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and the support from the government or families was insufficient to survive (Mustafa,
Khursheed, Fatima & Rao, 2021:2).

A study conducted on 24 women entrepreneurs in India in the Deoria district found that
the 14 women who belonged to some form of network versus the ten who did not belong
to some form of social network found it easier with the level of support to face the
pandemic, for most of their spouses were their primary support and also family members
who assisted in the form of ideas, finance, trust, and emotional support (Karlsson, Offord
& Enang, 2023:113-115).

2.3.4.2 Heightened human capital

With education and increasing knowledge, business owners with heightened human
capital have been more successful, which has solidified their self-confidence and enabled
their upward mobility (Cheung & Halpern, 2010:188). The ability to equip or train yourself
to ensure you obtain some form of financial degree, diploma or course to assist you in
understanding your SMMEs' financials has been mentioned several times during the

interviews and will be discussed in Chapters 6 and 7.

In a study on why some entrepreneurs are more successful than others, it was found that
a higher level of skills may assist entrepreneurs in several different ways and may result
in them being more successful; for example, they will be able to form mutually beneficial
strategic alliances with other companies (Markman & Baron, 2003:281).

2.3.4.3 Mentorship and networking

Social capital is a critical component for the effective operation of a small business
(Sigauke, 2020:145), since the term social capital refers to the advisors and mentors to
which a business owner can turn for financial advice, networking advice, legal advice,
and more to ensure uninterrupted entrepreneurial activities and these forms mentorships

provide networking opportunities (Cheung & Halpern, 2010:188).

The role of the impact and the bearing of a role model in the lives of entrepreneurs have
been exploited in the empirical study. The concept of social networking has emerged from
empirical research and will be thoroughly discussed in Chapters 6 and 7, as well as the
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positive impact of mentorship and role models on a successful SMME, with special

reference to networking as a survival skill during a pandemic.
2.3.4.4 Government or institutional support

The type of government support or lack thereof can seriously affect the operation of a
small business owner, especially during a disaster (Haynes et al., 2018: 1), such as
Hurricane Katrina or a pandemic (Covid-19 pandemic). In the UK, there was a heavy
emphasis on financial support to SMMEs in the form of debt finance or loan guarantees,
as well as direct subsidised loans, which assisted in keeping a variety of small businesses
afloat (Brown, Rocha & Cowling, 2020:387).

In the USA, the CARES Act and PPP Loans Programme assisted small businesses, as
will be explained in Chapter 3 below. The loans were in the form of grants rather than
traditional debt (Bartik et al., 2020:17663).

Something like this could have been of great help to local South African SMMEs.
However, in its unique way, the local government attempted to provide funding solutions
to small businesses. In the Western Cape, the provincial government launched its own
R39 million relief fund in September 2020 to help SMMEs that were hard hit by the
pandemic (Gthatu, 2020).

Without this government support, many more small businesses would have closed. In
Chapter 3, a more detailed review of the governmental action on different continents will
be provided. Whether these attempts by the Western Cape Government have significantly
impacted the well-being or survival of SMMEs in the Western Cape will be discussed in
Chapters 6 and 7 after the results of the empirical study are available.

77



CHAPTER 3 LITERATURE REVIEW ON THE IMPACT OF COVID-19
ON ENTREPRENEURSHIP

“With our focus now on fighting the Covid-19 global pandemic, and the impact that this
will have on economies around the world, we will need to find new and innovative ways
to celebrate the natural beauty of our city.”

Mayor Dan Plato, 2020

3.1 INTRODUCTION

The previous chapter provided background on the history of entrepreneurship, why it is
essential to understand this concept for this study, and the relevant entrepreneurial
theories that developed over time. In this chapter, the impact of the Covid pandemic on
entrepreneurs and the entrepreneurial ecosystems they operate in, especially in the
SMME sector of entrepreneurs, will be reviewed. It is relevant for this study to further
examine the phenomenon that hit the world in December 2019 (Enwereji, 2022:112;
Arshed et al., 2020 and Sewpaul et al., 2021) and eventually impacted South Africa in
March 2020.

According to the World Health Organization, the Covid crisis was first identified in China
in December 2019 (Sewpaul et al., 2021:2), and soon thereafter spread to the rest of the
world and became a global pandemic. As of 24 September 2020, 213 countries worldwide
were affected (World Health Organization, 2020). This chapter will provide an overview
of how the unexpected worldwide epidemic has brought chaos to global trade and
economies and how it impacted global economies after looking at the origin of
entrepreneurial ecosystems (Pu et al., 2021:1). After that, the severity of the impact of
the pandemic on South Africa (lkwegbue et al., 2021), as well as on the Western Cape,

will be reviewed with a specific focus on the SMME business sector in the Western Cape.

When reviewing the epistemological, this branch of philosophy is concerned with what
the true knowledge in this area. The word “epistemic” originates from the Greek word
“episteme”, which directly translated means “truthful knowledge” (Babbie & Mouton,
2001:8). From an epistemological point of view, true knowledge of what entrepreneurship
entails will be reviewed to gain an understanding of the characteristics of an SMME

business owner.
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In the previous chapter, a thorough understanding of the history behind the concept of
“entrepreneurship” and what is regarded as a successful entrepreneur has been
provided. It is necessary to have an overview of where the term “entrepreneurial
ecosystem” comes from (lsenberg, 2011), what it entails, and why the entrepreneurial
ecosystem played such an essential and all-encompassing role in the survival of SMME
during the pandemic in the Western Cape to gain a detailed understanding of how and
why the entrepreneurial ecosystem played such an important and integral role in the
survival of SMME companies during the pandemic.

The first section will discuss these questions under the introduction to entrepreneurial
ecosystems. The development of famous entrepreneurial ecosystems worldwide will be
reviewed to understand how this concept evolved in other economic hubs. How does the
global picture look, and specifically, how does the South African version compare to the

global picture?

The plans for developing different economic zones (Western Cape Government) in South
Africa will be studied with the actual development of these plans by regulatory authorities,
realising these economic plans in the Western Cape.

Finally, in this first section of this chapter, this research will drill down on the
entrepreneurial ecosystem of the Western Cape via a theoretical desktop literature review
of the entrepreneurial ecosystem in this province in the period before the pandemic and
then the subsequent intense development of the Western Cape entrepreneurial
ecosystem in the period referred to as mid-pandemic. Several parties or role-players from
different sectors in the Western Cape came together and worked in collaboration to create
the existing entrepreneurial ecosystem, which resulted in the growth in GDP in the
Western Cape compared to the rest of the country, which will be researched in detail for
an understanding of what exactly happened in the creation of this favourable

entrepreneurial ecosystem.

The next section of this chapter will review the impact of the pandemic on world
economies. The global impact will be examined and then the impact on South Africa, with
an in-depth view of the impact of the pandemic on the Western Cape. Special mention is
required of all the effort that went into the Western Cape Recovery Plan 2021 (Western
Cape Government annual publication, 2021) and the different interventions that created
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the favourable entrepreneurial ecosystem in the Western Cape, as this set the scene for
the SMMEs to operate during the most challenging economic circumstances of lockdown

that current business owners have experienced in their lifetime.
3.1.1 Introduction to entrepreneurial ecosystems

As mentioned by previous scholars, the background, current frameworks, and history of
entrepreneurial ecosystems lack theoretical support, or it is under-theorised (Roundy and
Fayard, 2017; Brown & Mawson, 2019 and Valls-Pasola & Alvarez, 2020), despite this
being a popular concept in entrepreneurial studies. The history of entrepreneurial
ecosystems can be traced back to the combination of the words “entrepreneur” and
“‘ecosystem” or as far back as to the origin of the word “eco”. The ancient concept of
“Oikos”, coined by the Greek philosopher Hesiod (700 BC), can be regarded as the root
of the term ecosystem (Audretsch, Cunningham, Kuratko, Lehmann & Menter 2018:313).

These authors believe that despite the exceptional usage of the phrase “entrepreneurial
ecosystem”, exact definitions for this phrase are scarce or inconsistent (Audretsch et al.,
2018:313). In its most abstract sense, the definition of an ecosystem encompasses a
biotic community that incorporates all the numerous interactions that occur within its
physical environment. The concept of an entrepreneurial ecosystem thus comprises
multilevel processes, stakeholders, and actors with interacting components who all exist
together and prosper because of each other (Audretsch & Belitski, 2017; Isenberg, 2011;
Mack & Mayer, 2016; Mason & Brown, 2014, Stephens, McLaughlin, Ryan, Catena &
Bonner, 2022).

Most scholars are ad idem that James Moore was the first to refer to business ecosystems
or entrepreneurial ecosystems in his ground-breaking review “Predators and Prey: A New
Ecology of Competition” in the Harvard Business Review in 1993, where he explicitly
stated that innovative businesses could not evolve in a vacuum. For companies to
develop and grow, they have to interact in cooperative networks where there is the
availability of resources, capital, partners, suppliers, and customers and maybe an
overseeing form of leadership (Moore, 1993:75).

Moore likened the business world to survival in the natural world, where predators and
prey operate where the strongest will survive or how flowering plants are being pollinated

and used as food sources and, in return, obtain the distribution of their seeds and pollen.
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He also provided insight into natural ecosystems and how they sometimes collapse when
environmental conditions may change too drastically (Moore, 1993:73), similar to the
effects of a pandemic on economies, which has been described as “disastrous” (Mkhonza
& Sifolo, 2021:741). Moore stated almost three decades ago that it is essential to note
that competition in the ecosystem must be fair and fierce and that the fittest will survive
(Moore, 1993:86), which is still relevant today: a healthy ecosystem is necessary for
survival, and it is a matter of survival of the fittest (Nani & Ndlovu, 2022:56).

A background paper on entrepreneurial ecosystems and growth-orientated
entrepreneurship (Mawson & Brown, 2014:5), prepared for the Dutch Ministry of
Economic Affairs by Prof Mawson (University of Glasgow) and Dr Brown (University of St
Andrews), defined this term based on a synthesis of definitions they found in literature,
stating that entrepreneurial ecosystems refer to:

“..a set of interconnected entrepreneurial actors (both potential and existing),
entrepreneurial organisations (e.qg. firms, venture capitalists, business angels,
banks), universities, institutions (universities, public sector agencies, financial
bodies) and entrepreneurial processes (e.g. the business birth rate, numbers
of high growth firms, levels of ‘blockbuster entrepreneurship’, number of serial
entrepreneurs, degree of sell-out mentality within firms and levels of
entrepreneurial ambition) which formally and informally coalesce to connect,
mediate and govern the performance within the local entrepreneurial
environment...”

Source: Mawson & Brown (2014:5).
The definition mentioned above mentions all (or most of) the role players. 