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PREFACE

| have pleasut in presenting this study document. Small, Medium and Micro
Enterprises (SI VEs) are a source of innovative and creative energy, stimulating
economic growth and competitiveness within the second economy. Given South
Africa’s I -ge disparities in terms of wealth, opportunity and social rank, it is
extremel important that all interventions ensure equitable economic growth
within the irst and second economies. The divide between the first and second
economirs may be progressively bridged by means of such initiatives. The
SMME s tor provides the ideal medium for the creation of an economically just

society.

Chapter 1 of this report outlines the introduction and foundation of the research
study. Chapter 2 provides an analysis of findings from previous and current

literature and summarises the theoretical foundations of the study.

A synopsis of the research problem and various sub-problems is provided in
Chapter 3. Ch: ter 4 presents the research design and data analysis techniques

that were used.

Chapter  discusses and interprets the study results. Chapter 6 provides an
overview f the discussions, as well as conclusions, research implications and

recommec..dations.



Vil

ABSTRACT

in September 2000, the UN unanimously made the Millennium Declaration,
outlining the primary goals for aiding the developing world over the first quarter
century of the new millennium. The Millennium Development Goals (MDGSs)
signal not only the enormous importance of poverty alleviation to the global
community, but also the immensity of the challenges facing the world, if poverty

is to be significantly reduced and development stimulated where necessary.

Fourteen years on from South Africa’'s transition to democracy, it is clear that
underdevelopment and poverty persist. Karl Marx said that men make their own
history, not under circumstances they choose but under circumstances given
from the past (Marx 1972:120). The enormous disparities in wealth, opportunity
and social rank that continue to define South Africa do not make the country
unique. What does distinguish this country is its history in terms of the sharp
contrast, in every area of social life, which revolves around the fundamental black
or white divide, around white wealth and privilege on the one hand, and black

exploitation and oppression on the other.

The history of rural communities in South Africa is one of dispossession, forced
removals, and disparity. The movement towards and from the rural areas has
historically formed a circuit providing cheap labour in the industrial areas and
causing dependency in the rural areas. Low wages were the norm, due in part to
welfare and cultural support in the rural areas. Rural communities are still

basically characterised by lines of division between commercial farming and the



i

former homeland reserves; the former are visibly improved areas with dams and

infrastructure; t : latter remain intensely populated areas with poor land utility.

The elements ¢ scribed above of the burden of the past have depleted available
rural resources and social capacity of rural populations. Such elements provide a

socio-ect  omic and historical background to rural poverty which persists today.

In this st _y, the terms ‘informal area’, ‘rural area’ or ‘under-developed area’ refer
synonymously » sparsely populated areas where people depend largely on
agricultur~ or natural resources, including villages and sma towns whit serve
as rural antres. It is understood that these terms include larger or ‘closer
settlemer 3 that were created by the ‘dumping’ of populations in the former
homelan  during the apartheid era. The population in most rural areas depends

on the migratory labour system and remittances for survival.

The challenges of rural development need to become more central in the second
economy. A substantial number of pec le live in the rural areas: some 45% of
South Africa’s population live in ‘non-urban’ areas, depending on the definition
used. Of these, 85% live in the former homelands, and the rest on commercial

farms an- in smali towns (ISRDS 2000: para 36).

A large I mber of rural people still depend on the land, even though there is a
low level nf agricultural or pastoral activities. The land serves a welfare function,

as many »lder migrants and urban residents retire here, to be free of rent and
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service charges, even though the prices of basic commodities are undoubtedly

higher.

The Integrated Sustainable Rural Development Strategy (ISRDS, 2000)
published in 2000 has the following goals:
¢ To increase investment in physical infrastructure and delivery of social
services in rural areas;
e To enhance rural economic development and improve income
generating opportunities;
e To consolidate democratic governance and redistribution in rural
areas;
e To ensure gender equity, including the participation of the youth and
the disabled:;
e To facilitate a partnership between government, civil society and donor

institutions in the rural development process.

The ISRDS report (ISRDS 2000: vi) points out that the ISRDS focuses essentially
on the regional and provincial levels within South Africa, to ensure effective
implementation, a context which is now changing. The strategy concentrates on
poverty eradication as “the main policy challenge confronting rural development

processes”.
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ACHIEVEMENTS OF RURAL DEVELOPMENT FROM 1994-2000

Some examples of achievements under the various departmental programmes
include:

e Small-scale mining activity was promoted through managerial support,
infrastructure investments and support services.

e Eskom completed 1.1 million electrical connections in rural areas between
1994 and 1999 and provided electricity to 3891 rural schools.

e Spatial Development Initiatives (SDis) created spin-offs such as job
opportunities, socio-economic  upliftment, economic empowerment,
upgrading of infrastructure.

e Comr unity-based public works programmes focused on poverty alleviation,
job creation and infrastructure provision, primarily in three provinces.

e Investment in water infrastructure development projects increased the
access of rural communities to water.

o Telephone services extended to rural communities increased access from
20% to 40% of househoids.

o Cell phone networks and TV signals have been extended to rural areas
ensuring that most households in rural areas now receive a TV signal.

e Under the land reform programme, 350 000 households lined access to
6.5 million hectares of land.

Source: ISRDS, 3B:55

The bac round of South African capitalist development, the labour situation,
and the socio-economic structures of segregation, poverty and under-

developn..nt laid the foundation for and provided the rationale behind this study.
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CHAPTER ONE: ORIENTATION

1.1 Introduction

When President Thabo Mbeki introduced the ‘two economies’ terminology in
2003, the second economy was described as the space within which those who
are marginalised from the first economy operate. Later that year, the Ten Year
Review (The Presidency 2003:97) asserted that growth in the first economy
cannot be expected to benefit the second economy, precisely because the
people in the latter are too marginalised to be able to share in its benefits:
Despite the impressive gains made in the first economy, the benefits of
growth have yet to reach the second economy, and with the enommity of
the challenges arising from the social transition, the second economy nsks
falling further behind, if there is no decisive government intervention.
Moreover, as articulated in a recent piece in ANC Today (2004: b), the second
economy is
....unable to generate the internal savings that would enable it to achieve
the high rates of investment it needs. Accordingly, on its own, it is unable
to attain rates of growth that would ultimately end its condition of

underdevelopment.

As Paul Krugman (2002) wrote in a different context, “Bad metaphors make bad
policy.” South African academics and even some policy-makers have not
received the ‘two economies’ metaphor altogether favourably, largely because it

seems to set up too stark and simplistic a divide. Moreover, the metaphor lends



itself to ¢ 1plis : follow-on metaphors that purport to suggest how the second
economy should be dealt with, for example — ‘eliminated’, nited with the first

economy ind so on.

The idea that 1e second economy is a function of exclusion from the first
economy has | itations, two of which are raised here. Firstly, the idea implies
that the formal economy has intrinsic qualities that conspire to keep peopie in
poverty. ow accurate is this? In some aspects, members of marginalised
commun 3s constitute a very important customer base for powerful first
economy 1du¢ ies (Du Toit 2004). The ethics of marketing and pricing policies
could be aebated but it is difficult to imagine that such industries would not wish
to see income growth amongst this clientele. Or consider the cost to the first
economy of the crime, poor health and lack of skills associated with the second
economy. The economic logic of colonial and apartheid South Africa, which
sought t  3xclude in order to create a cheap labour pool, no longer applies. The
effect of llowing this outmoded logic is to underestimate the benefits to the first
econom H>f directly and aggressively investing to address the problems of the
second econt 1. Unfortunately, such benefits are characterised by some
observers as a ‘leakage’, when in fact they could be exploited to argue for an

even more progressive tax expenditure system.

The second limitation of exclusion as the crux of the two economies metaphor, is
that it fa to take into account the fact that the relationship of economic activities

in the 2cond economy to those in the first economy can be either



complementary or substitutive. An under-appreciated feature of the last two
decades is the extent to which the under-performance of the formal economy has
negatively impacted on the informal economy. There is evidence, for example,
that the ability to perform small scale agriculture in the former homelands, a
quintessential second economy activity, is strongly correiated to income received
from formal sector employment, often in the form of remittances (Mthethwa et al.
2005). The gradual increase in participation in small-scale agriculture over the
past few years may be a function of the similarly gradual increase in formal
sector employment, although this fact has not necessarily been established with
empirical rigour. With regard to substitutes, at least some portion of the increase
in informal sector employment is due to people losing formal sector jobs.
Perhaps in a sense they have been excluded from the formal sector, and are
thus forced to take refuge in the informal sector. However, this dilutes the
meaning of the word ‘exclusion’. it suffices to say that the economy is changing
and that unfortunately, those who begin with the fewest resources tend to

become economic casualties.

Despite these considerations, the introduction of the two economies discourse
has had the benefit of stimulating introspection and discussion, which is
particularly valuable given the prominence of the debate over macroeconomic
and labour market policies. Hopefully, continued attention to poverty over the
next ten years will involve, among other things, more careful probing into the

nature of the second economy and its relationship with the first economy.



In late 2004, the Office of the Public Service Commission (OPSC) gazetted a
public tender for an “Evaluation of Government’s Poverty Relief Programme”. As
sensible .. this may sound, the ordinary citizen might be surprised to learn that
the two r 1in objectives of this work were: “to define poverty alleviation projects
or programmes”, and “to develop a database on all departments’ ...poverty
alleviatio projects or programmes” (OPSC 2004). In other words, there is no
‘Poverty Relief Programme’ as such, but rather sundry activities undertaken by
various govern ent departments, some of which may be characterised as forms
of poverty relief. Furthermore, national government itseif does not appear to have

a compre ensive grasp of what these activities are.

How is it that an important statutory body like OPSC can accept that the
government’'s ‘Poverty Relief Programme’ is simply a collection of existing
poverty reduction activities, whatever these may be? And yet that is precisely the
case. There is no question that government has engaged in poverty relief
activities — in fact, there are literally dozens of initiatives, as we know — but is it
doing so according to a coherent, comprehensive strategy? Arguably it is not.
Even the Ten Year Review acknowledges the need for coherence (The
Presider /2003.87):
A ough the Reconstruction and Development Programme and
subsequent policy documents, Budget Reviews and State of the Nation
Addres. s have attempted to set out the nation’'s changing prorities,
these  pbnouncements need to be integrated and distiled into a

compre 32nsive, coherent and co-ordinated framework.



A second observation is that there are significant disparities in the amount of
spending between different types of initiatives aimed at ameliorating the plight of
the poor. As shown in Figure 1, the amount of spending on core social services
such as health and education, social grants, infrastructure and service delivery is
significantly greater than spending on what might be called direct second-

economy initiatives.

There is probably no single reason for this disparity, but one that compels
attention is that some government departments actually struggle to spend the
budgets allocated to them for certain types of initiatives. For example, the
inability of the Department of Welfare to spend the poverty project funds
allocated by the National Treasury as part of the Poverty Alleviation Fund was
initially spectacular (IDASA 2000), and even now the Department is still spending
money allocated to it three years ago. As with other instances of under-spending,
much of the problem is due to lack of capacity, particularly because responsible
departments were — and still are — venturing into activities in which they have

limited expertise.






1.2 Problem Statement

Entrepreneurship in its broadest sense is about the capability of people to
combine scarce resources in new ways to respond to opportunities or provide
solutions to problems. Entrepreneurial behaviour can and does occur in large
corporations, NGOs, the public sector, and indeed in all institutions. It is not
limited to new business creation, or to small business. The perception of
business opportunities is a crucial part of the entrepreneurial process; it is the
starting point of entrepreneurship. There are moreHaving clarified the
background of the South African economic situation and the second economy’s
development level, based on current interventions and the economic exclusion of

the second economy, the research problem can now be articulated.

The main research question is: What are the experiences of the marginalised
sector in entrepreneurial activities in the second economy, and what are the
effects of the current challenges or constraints to start-up, new and established

enterprises within the second economy?

The research problem is further elaborated by the following sub-problems

wherein the challenges or constraints of the topic are identified.

1.2.1 Sub-problems

The current second economy entrepreneurship development challenges or
constraints have been broken down into the following sub-questions:

¢ What attitudes have an impact on entrepreneurship development?



o W it as :icts of the marginalised section of society, found mostly in rural
arc s, relate to or have an impact on entrepreneurship development?

e W it aspects of access to opportunities (considering location, unequal
ed :ation levels and the human capital base) relate to or have an impact
on entrepreneurship development?

¢ What aspects of the labour force activities relate to or have an impact on
er epreneurship development?

e W 1t e repreneurial regulatory reform aspects relate to or have an
i act on entrepreneurship development?

o W it aspects of govemment support policy for entrepreneurs relate to or
h: 2 an impact on entrepreneurship development?

e What aspects of financial support for enterprises relate to or have an
im..act« entrepreneurship development?

e W ata ects of rural development and the second economy relate to or

hi e an impact on entrepreneurship development?

Having ovided a structured breakdown of the research problem and sub-
problem: that were investigated, the next section presents the aims and

objectives of this study.

1.3 Objectiv s of the Study

The stur 's main objective is to identify key growth challenges encountered by

prospec e and current marginalised entrepreneurs or enterprises, and to



determine whether these challenges are constraints in terms of rapid rural

development within the second economy in South Africa.

In order to identify and categorise the chailenges, the sub-objectives of the study

were to investigate and establish the following from respondents:

(i)

(ii)

(iii)

(iv)

(vii)

(viii)

Entrepreneurial attitudes and how they relate to and have an impact on
entrepreneurship development;

Aspects of the participation of marginalised groups within the South
African economy, that relate to and have an impact on entrepreneurship
development;

Aspects of access to opportunities (considering location, unequal
education levels and the human capital base), that relate to and have an
impact on entrepreneurship development;

Aspects of labour force activities that relate to or have an impact on
entrepreneurship development;

Entrepreneurial regulatory reform aspects that relate to or have an impact
on entrepreneurship development;

Aspects of government support policy for entrepreneurs that relate to or
have an impact on entrepreneurship development;

Aspects of financial support for enterprises that relate to or have an impact
on entrepreneurship development;

Aspects of rural development and the second economy that relate to or

have an impact on entrepreneurship development.
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1.4 Sco 2 of the Study

The study is a feedback tool on the experiences of the marginalised sector in
entrepreneurial activities in the second economy, and what the effects of current
challenge or constraints are to start-up, new and established enterprises within
the second economy. Although the study is limited to the South African economic
environment, comparisons and experiences were derived from global trading

partners.

The scop.. was extended to include the objectives of development agencies and
intermediaries such the World Bank and the Southern Africa Development Bank
on rural “2velopment and entrepreneurship. The scope in iture studies could
also be t 2 influence of entrepreneurship, rural development and investment, as

well as e.onomic development in general.

1.5 Importance of the Study

The finc gs of this study are intended to inform prospective and current
entrepre urs and enterprises about the cumrent status of the identified sub-
probiems. The findings can be utilised to ascertain whether the sub-problems
pose ot acles with regard to the measure of rapid rural development, with
particula reference to the second economy (informal economy). The study will

serve as< ..n ideal metric for policy makers, academics and civil society at large.

Basicalll the expectation is that the study is a utility tool to sharpen definitions of

concept: such as ‘enterprise development’, ‘second economy’, ‘informal sector’
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and ‘entrepreneurship’. The findings of the study may provide a practical solution
to the need to formally establish or develop the second economy through
enterprise development. The poverty gap in South Africa, particularly within rural
areas, may be alleviated through such studies which contribute to bridging the
divide regarding the socio-economic status of the informal economy, thus

enabling its participation in the first economy.

The study can be used as an instrument to analyse and observe growth or
decline patterns within the second economy, and furthermore as a catalyst for
the improvement or adaptation of enterprise development models which could be
used as case studies for future studies. It can also serve as an opinion tool to
influence policy decision making by govemment in terms of support for enterprise
development. The results may open the way for further research opportunities. In
conclusion, the expectation is that the study will make concrete
recommendations in terms of enhancing the living standards of the poor within
rural areas and bridging the poverty gap between the first and second

economies.
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1.6 Stu« r Environment

1.6.1 Geographical

As this = a national study, the geographic limitations were the demarcated
bound: th  constitute the provinces of South Africa. However, the
administration of the study questionnaire in neighbouring lan locked countries is
a probable prospect. The rationale behind selecting all nine provinces in South
Africa w: due ) the accessibility of rural communities and informal markets that

are pror ent in the various provinces.

1.6.2 Sector or Industry

As ment'~1ed earlier, many inform: or rural areas are dependent on the first
economy for sustenance. The identified sectors or industries in which the
marginalised groups participate, and where the study was conducted are:
Agriculture, M ing, Quarrying, Manufacturing, Processing, Electricity, Gas,
Water, ( nstruction, Wholesale, Retail Trade, Transport, Business Services,

Tourism, Hospitality, Information Systems, Electronics, and Telecommunications.

1.6.3 Target 2spondents

The targ-*ed spondents we any knowledgeable civilians who are literate and
operate i any of the following: flea marketers, backyard mechanics, housewives
that wor.. from home, shebeen owners, knitters, ‘black’ taxi owners, domestic
workers, hawkers and subsistence agricultural farmers who dwell in urban or
rural set :mer ;. Much emphasis was placed on administering the questionnaire

amongs 2spondents in urban or rural habitats with a high population density.
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1.7 Clarification of Concepts

The following terms are used in this study and are eiucidated here:

Enterprise: an aggregation of all establishments owned by a parent
company. An enterprise can consist of a single, independent establishment or
it can include subsidiaries or other branch establishments under the same
ownership and control

(http:/iwww.investordictionary.com/definition/enterprise.aspx).

Established firm: an enterprise that has paid wages and salaries for more

than 42 months (GEM Report 2004).

Entrepreneur: anyone who is either starting a business that he or she will
wholly or partly own, or who is managing a business that he or she wholly or
partly owns, that is less than three and a half years old. The business can be

in any economic sector, can be any size and can be formal or informal.

Entrepreneurs: individuals or groups of individuals, acting independently or
as part of a corporate system, who create new organisations, or instigate
renewal or innovation within an existing organisation (Sharma et al. 1999:18).
Further, it is an individual who establishes and manages a business for the
main purpose of profit and growth. An entrepreneur is characterised by
innovative behaviour and the will to employ strategic management practices

in the business (Nieman et al. 2003:10).
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Entrepreneurship: encompasses acts of organisational creation, renewal or
innov:  on that occur within or outside an existing organisation (Sharma and

Chrisman 1999: 18).

Equit refe 3 to ownership. It is most often used as a synonym for common

stock .. a publicly tra :d company.

Financial termediaries: different classes of specialised financial
instit.  »ns e.g. banks, building societies or insurance companies — delivering
different types of financial products and services to clients. They often

speci se in providing financial services to particular segments of the market.

Finar-ial r irkets: such as the money market for short-term funds and the

capite market for longer-term funds, within which institutions operate.

Financial products and services: are required to meet the needs of both
those who are holding surplus funds and those who have unfunded
expei liture intentions. The former group of products includes those that
facilitate spending, saving or investing. The latter group facilitates borrowing

and other ways of assessing capital.

Func : available money, cash in hand, including balances held in deposit-

taking institutions.
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Gender: difference in social roles and relations between men and women.

Informal Sector: most authors studying the informal sector face the difficulty
of defining it. It is widely acknowledged that the sector inciudes all
unregistered and often unrecorded economic activities that contribute to the
GDP. As this broad consensus leaves a number of unanswered questions,
Table 1 is a description of the legal and illegal informal activities that normally
escape detection in official estimates of the GDP (Schneider 2002:3). Table 1
reflects that the informal economy embraces unreported income from the
production of goods and services (legal or illegal), either from monetary or
barter transactions — namely all economic activities that would be taxable if
reported to the tax authorities. Informal business activity is not dependent on
the size of a business. It may be conducted in businesses ranging from micro-
survivalist ones to large multinational conglomerates often involved in illegal

activities.
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Table 1: Taxonomy of types of informal economic activities

Type factivity Monetary Transactions Non-monetary Transactions
lllegal 2~tivities Trade with stolen goods; drug Barter of drugs, stolen goods,
dealing and manufacturing; smuggling etc. Production of
prostitution; itlegal gambling; or growing drugs for own use.
smuggling and fraud. Theft for own use.
Tax Tax avoidance Tax Tax avoidance
evasion evasion
Legal ivities Unreported | Employee discounts, | Barter of | All do-it-yourself
income from | fringe benefits legal work and
self services neighbour help
employment; and goods
Wages,
salaries and
assets from
unreported
work related
to :gal
services and
goods

Sources: Sct  ider 2002:

Entrepren¢ rial Infrastructure: connecting institutions and markets and

facilitu.ing transactions.

New rm: an enterprise which has paid wages and salaries for between 3

and 4. mor 1s.

Own: -ma 1ged enterprise: an enterprise which is actively managed by

someone who partly or wholly owns it.

Poverty: an individual or household with an absence of basic services, as

well ¢ lack of income with which to participate in a modern economy.
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Public Good: provides a benefit to society in general, and is non rival
(meaning that its consumption by one person does not stop others from
consuming it) and non-excludable (meaning that it is difficult to exclude
anyone from sharing the benefit). With the growing interchange between
states that are markedly globalised, an increasing number of public goods
have become global in nature. International public goods can be divided into
those that are regional, such as water resources shared by a number of
countries, and those that are potentially of benefit to everyone in the world,
called ‘global public goods’ (Development Report 2003. 33). Common
examples are the global environment, financial stability and market efficiency,
the control of communicable diseases, knowledge, peace and security, and
human rights. Much of the current debate on global public goods revolves
around problems of under provision, lack of participation in decision-making

and inequitable access to such benefits.

A regulatory framework: ensures that markets function more efficiently.

Rural Development: the set of activities and actions of diverse actors —

individuals, organisations, groups — which, taken together, leads to progress

in rural areas (Sheperd 1998:1).

Second Economy: the space within which those who are marginalised from

the first economy operate.



18

Susta iability: the capacity and ability of SMMESs to remain in operation and

to grow prot ction and employment.

Small 3usiness: any business that is independently owned and operated,
but it >t dominant in its field and does not engage in any new marketing or

innov. ve practices (Nieman et al. 2004:10).

Small and edium enterprise (SME): defined in South Africa as enterprises
with less t in 200 or in some cases less than 250 employees. Small
enterprises have less than 50 employees and medium enterprises have
betwe 150 and 199 or between 50 and 249 employees. In addition, official
defini ns include threshold revenue and assets levels. =~ e official
classiucation of enterprises also makes provision for very small and micro

enter| ses, hence small, medium and micro enterprises (SMMES).

Start-up firm: an enterprise which has paid wages or salaries for less than

three months or has not paid salaries and wages at all.

Work 1g-a d population: the official working-aged population in South

Africe 5 the population aged 15 to 65 years.
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1.8 Plan of the Study

The study is categorised into six chapters as follows:

1.8.1 Chapter One: ORIENTATION

The following items have been dealt with in this chapter:
e Anintroduction to the chapter;
¢ Problem statement;
e Purpose of the study;
¢ Objectives of the study;
e Scope of the study;
e [mportance of the study;
e Study environment;
o Clarification of concepts;

e Plan of the study.

1.8.2 Chapter Two: Literature review and theoretical foundation

Chapter 2 provides a statement of the entry point to the literature review and an
introduction to previous research and theories. The literature was grouped into
different categories and sub-problems. Conceptual, contextual and

methodological evaluation and analyses of the literature were conducted.
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1.8.3 C apter Three: Definition of research problem and questions

This cha 2r a Iresses the problem rationale, its definition (both primary and

secondar problems) and the articulation of the research questions.

1.8.4 Ch.pter Four: Research desi 1and data analysis
This chapter inc ides:

e Anintroc ction;

¢ General methodological orientation;

e Re-2arch parameters for data collection;

e Re 2arch instruments;

e St ipling design and procedures for data collection and analysis.

1.8.5 Ch pter Five: Results a 1 interpretations
This chapter contains:
* An introduction;
e Charts, figures, graphs and tables resulting from the data analysis;

e In ‘pretation of results.
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1.8.6 Chapter Six: Discussions, conclusions, implications and
recommendations
This chapter includes:

An introduction;

Discussions and conclusions;

e Responses to the primary and secondary research problems;
¢ Recommendations for further research or analysis;

e |essons leamt;

e Conclusions.

1.9 Limitations of the Study

Notwithstanding the abundance of literature, not much existing research is
focused on entrepreneurship development within the second economy or on rural
development. This is a limitation for this study, because due to the lack of
available data, long term analysis could not be done. Furthermore, there is a
limited amount of useable literature and empirical research available with regard
to the South African context. There is a need for research at a deeper level of
statistical analysis, to provide valid findings in terms of how best to develop and

support entrepreneurship in the second economy.

Policy makers should be geared towards using such findings in formulating new
policies. The literature available is mostly descriptive in nature, resulting in the
creation of profiles applied to certain objects or situations based on the

observation of a single event or behaviour.
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In this st 1y, ¢ hough ¢ provinces within the boundaries of South Africa were
considered, th questionnaires were not administered in | provinces due to
logistics, communication, financial constraints and other challenges.
Consider ion should be given to a further study in two years time, with the full

participation of other provinces.

The abov limitations have a negative and positive influence on entrepreneurship
development within the second economy within the South African context, and
highlight the concems that must be taken into consideration when evaluating the

existing li..rature and when identifying future research needs.

1.10 Reuiarks

This cha| " »r introduced the circumstances and nature of entrepreneurship and
rural dev: pment within the South African context. The problem statement was
stated ai brc en down into sub-problems. The scope, significance, study
environment and clarification of concepts of the research « idy were given. A

brief over 2w of the content in the various chapters was presented.
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CHAPTER TWO: LITERATURE REVIEW AND

THEORETICAL FOUNDATION

2.1 Introduction

In this chapter the basic theories of entrepreneurship, rural development and the
second economy are discussed. The chapter presents an overview of various
literature studies, deals with theoretical foundations and undertakes empirical

scrutiny of existing studies in the field.

In the first decade of democracy, the South African Govemment focused on
developing policies and institutions. By its own assessment, this reshaping of the
country’s socio-economic character has been largely successful. While a few
adjustments still need to be made, particularly to the redistribution of resources
and responsibilities amongst tiers of govemment and institutions, the real
challenge now is to implement and to apply these ‘macro’ policies at the ‘micro’
level (see Rogerson (2004: 765-84) and Monkman (2003) for an overview of
government’s post-1994 policies and intentions in the field of small enterprise

development).

Sheperd (1998:2) concludes that the conventional paradigm in rural development
has focused almost single-mindedly on growth in production and the expansion
of the market economy (or in socialist countries, the expansion of nationally
controlled production and services). In socialist countries, if redistribution is part

of the agenda, it tends to be controlled by the state. The assumption has been
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that grov 1 and markets are best promoted by the state and by a range of
external erveners, donors and non-governmental organisations (NGOs) who

know bes 2abot the kind of production and markets required.

Rural :velopment is about improving the life chances and well-being of
marginalioed groups, particularly the mass of rural poor who have been left
behind ir the process of economic growth. The dominant westem strategy
involves focus on individuals and households, and assumes that they exist in a
context of well-functioning markets. Where markets do not function (‘market
failure’), -ategists resort to the state to provide and control markets. However,
most rur. individuals and households depend quite directly on non-marketed
common property resources for their livelihoods. This is obviously true for
marginalised societies such as pastoralists, landless and quasi-landless
households, peasant households, women, the disabled, and the youth. in many
peasant icieties households rely on common sources of drinking and irrigation
water, cc imon forests and pastures. The well-being of these societies depends
substanti ly on the availability, quality and sustainability of these resources.
Access t these common resources is critical for survival; their construction and
maintenance are important tasks which must be accomplished, usually on a

collective basis (Sheperd 1998:56).

N N Anccnndon ~nf ndbidesndnn anomnad entrepreneurship

t in a country is the key to economic growth,

iti i (Antipolis  )00:7). 1t reneurship
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combines innovation (i.e. risk taking and the provision of ‘new’ goods and
services) and individual initiative, resulting in organisational renewal (i.e. the
improvement of existing businesses and/or the establishment of new ones)

(Cross 1995; RCE 2002:2).

Timmons (1999:27) describes entrepreneurship as a way of thinking, reasoning
and acting that is opportunity obsessed, holistic in approach, and leadership
balanced. Timmons claims that this definition of entrepreneurship has evolved
over the past two decades from research at Harvard Business School and at
Boston College in the United States of America. Personality aspects such as
leadership, creativity, innovation and risk taking are difficuit to measure. The
actions embedded in entrepreneurship, such as compiling business and
marketing strategies, risk analysis and considering alterative business

investments, are highlighted in this research report.

Timmons (1999:3) further argues that, during the past 30 years, America has
unleashed the most revolutionary growth and development performance since its
founding in 1776. This upsurge in wealth creation has been activated by a new
generation of entrepreneurs (the so-called ‘E-Generation’). These new
entrepreneurs have permanently altered the economic and social structure of the
United States of America and the world, and have set the ‘entrepreneurial
genetic code’ for future generations. This development will determine more than
any other single impetus, how the world will live, work, learn and lead in the 21

century and beyond (Timmons, 1999:3).
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Up until t : beginning of the 1980s, the large, multinational dominant firms were
regarded as being the key to economic success. However, since the beginning of
the 1980 it h ; been established that the new and growing firms create the
majority of jobs. Innumerable research studies on job creation statistics in the
United S es of America have concluded that smail and medium-sized firms
(with few - than 100 employees) create the majority of new jobs (Kirchoff
19956:19) 1 the late 1990s, only about 7 per cent (one in every 14) persons were
employec 1 the 500 largest companies (the so-called Fortune 500 companies) in
the United States of America (Timmons 1999:5). This figure stood at one in every
four in the 1960s, confirming the huge change in the employment pattern from

large multinationals to smaller dynamic firms.

A gener: on « new entrepreneurs has become the creators and leaders of
entire ne companies and even industries. At the heart of the entrepreneurial
process .. the innovative spirit. Since Word War [I, small entrepreneurial firms
have bec.. responsible for half the innovation and 95 per cent of all radical
innovation of new technologies, products, processes and services in the United
States of America. Wealth and job creation can only succee if entrepreneurship

thrives.

Foxcroft, /ood, Kew, Herrington and Segal (2002:17) confirm that the creation of
new ven res plays a significant role in economic growth. In a recent study
covering 7 countries, there was a clear tendency for countries with below-

average growth projections to show relatively low levels of entrepreneurial
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activity, especially with regard to the vitality and dynamism of new firm growth.
Countries with above average growth expectations show considerable growth in
new firms, not only the establishment of new firms, but also growth in already

established firms.

2.3 Aspects of gender bias, youth, and disabled participation

In Sweden, women are responsible for 23 per cent of all business start-ups and
account for around 25 per cent of all private firms in the country (Nilsson 1997),
proportions common to many European states. In the United States of America
there has been strong growth in the number of women starting businesses:;
women now account for 38 per cent of business ownership and employ 25 per

cent of those in the labour market (Brush & Hisrich 1999).

The growth in interest in the small business sector, coupled with a rise in the
number of women moving into self-employment, triggered a number of important
research studies investigating the issue of gender and enterprise. As it is for
men, the most frequently cited reason for starting a business was the search for
independence and control over one’s destiny. The greatest barriers to business
formation and success were access to capital and mobilising start-up resources

(Hisrich & Brush 1999).

Perceptions of community support may be associated with the kind and severity
of problems, as well as the importance placed on various planning areas
identified by the business owner. Studies have found that small business owners

who perceived a supportive economic environment in their operating community
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likely, in turn, to provide support for the community and to employ
different business st ‘egies than those whose perceptions of the

:nvironment were less positive (Bamberger 1983; Miller & Besser

search studies have concluded that planning is the key to achieving
s of business performance. However, when asked “do you establish
1d operational plans in your business?”, a large proportion of small
yerators respond “no”. Consensus is that planning by small business
3 unstructured and irregular (Gaskill et al. 1994). Scarborough and
1987) suggest that sme business operators are generalists with
e practical or day-to-day experience, but they often lack the

- knowledge or prior expertise necessary to be able to plan effectively.

as shown that the experience of enterprise ownership for women is
1t than it is for men. One of the major differences between male and
agers is women’s emphasis on an open and flexible atmosphere and
ethos; this is reflected in their management style, in their use of open
f communication, flexibility in their systems, and emphasis on the
it of good interpersonal relationships. In contrast, male managers
rceive power over their subordinates as a key element in successful
and thus are locked into the traditional powerful male ‘boss’ role

1).
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In a study of male and female owners of young firms (in the period between
launch and take-off into sustained growth) it was found that young organisations
experienced problems mainly in the areas of accounting and finance, marketing
and the management of people. Those founders with a stabie and supportive
family structure and/or family experience of self-employment may be better able
to cope with the demands of a new venture. Gender-related differences in style
or philosophy were found not to be a major factor. Smallbone et al. (2000)
investigated the problems faced by new and small firms that were supported by a
local enterprise agency. He found that the most frequently cited problem was
marketing or selling the product or service, followed by financial control, and

unsuitable premises.

A growing number of studies have continued to explore the issue of management
of female-owned businesses. The management of female-owned businesses
field has matured to encompass more sophisticated methodologies, larger scale
samples, and more robust sampling procedures. Most importantly, the focus of
investigation has evolved to concentrate on the effect of gender on both the
experience of running one’s own business and the relative performance of small
enterprises (Kalleberg & Leicht 1991; Rosa & Hamilton 1994; Rosa et al. 1996;
Berg 1997; Carter & Allen 1997; Marlow 1997). As a consequence, clear gender-
related differences are emerging in descriptions of women’s experiences in
running own businesses and enterprises. These differences are apparent in

many aspects of women'’s entrepreneurial activity, such as:



30

= The le 2l of constraints in accessing finance and other resources required for
start-L,. and business growth;

= The u :of networking in the management of the ongoing venture; and

= The performance of female-owned firms.

There is evidence that there is a marked difference between male and female
management values (Carter & Cannon 1992). Women measure their success
qualitativ / in terms of factors such as personal satisfaction, customer service
ratings a 1 ad tional employment created, while males tend to measure their
success uani itively in terms of market position, turnover and profitability
(Oliver 1-236). Women may prefer to allocate eamings to improvements in
personal .,ousing or their children’s education. McKee (1992) argues that micro
entrepreneurs  ten seek modest improvements in the stability and level of their

eamings.

Many ru | women have difficulty finding work opportunities that suit their
personal ieeds, such as greater career fulfilment and the flexibility to earn
money w 1in the constraints of family obligations (Coates et al. 1991; Goffee &
Scase 1.J5; Kalleberg & Leicht 1991; Kelly 1988; Loscocco & Leicht 1993;
Tigges & Green 1998; Zeller et al. 1994). Tt literature tends to portray both
differences a | similarities among female and male micro enterprise
entrepreneurs. Many studies on various businesses identified differences
between the two groups in managerial values and philosophies, as well as the

added ¢t straint of financial and networking barriers faced by women seeking to
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enter business. Similarities between men and women include factors such as the

handling of the mechanics of business operations and adequacy of experience.

Preparation for self-employment is a difficult terrain and particularly so when
young people who have never worked before are to be prepared to start their
own businesses. Research that was conducted mostly in African countries shows
that the conventional track followed by those who achieve success in sustainable
entrepreneurial self-employment is one that starts with completion of general
education, followed by further formal or informal vocational or specialist training.
The decision to venture into self-employment usually follows a substantial period
of wage employment, with on-job leaming producing technological capacity and
confidence and facilitating entry into supplier and marketing networks. Taking on
private work outside of working hours is a further step that often precedes an
eventual move to self-employment. Subcontracting back to firms where new
entrepreneurs were previously employed is an established way of minimizing the

initial risk of rural business start-up.

This is a privileged track. The stark reality for most people in the informal sector
all over the world is, however, that entrants frequently have to leave school
before the end of the compulsory-schooling period and thus receive limited
general education. They mostly lack access to post-school training and they
eventually get into forms of survivalist or subsistence self-employment that
require almost no formal on-job training. Even when they are more highly skilled

they often enter into a product market that is already saturated and is
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character =d by a lack of money and a lack of technological sophistication on
the part ° consumers. If these micro-businesses are to survive and grow
subsister : entrepreneurs have to network amongst themselves, as well as with
producer: and financiers in the formal sector of the economy. This networking
capacity i often lacking (McGrath and King with Leach and Carmr-Hill, 1995; King,

1996; Ad 1, 1999).

The longer track is obviously desirable in terms of gradual acquisition of technical
and business management expertise. Given the difficulty that young people
experienc - in ¢ tering the labour market for the first time, it is, however, not a
track th¢ is easily accessible. Furthermore, Xulu (20C ) holds that it is
entreprer unal flair that allows for the generation of viable business ideas. For
Xulu (20( :44) “the absence of entrepreneurial skills simply means that business
kills and technical skills exist as discrete sets of instrumental skills that do not

necessarily lea to the development of a viable business enterpnise.

2.4 Access to opportunities: location, unequal education and
skills d lc rment spects

Accordin the 2001 census, there is little doubt that the South African labour
force is )p riately, and very often inadequately, educated. The census
included . _uestion on the highest educational attainment of people aged 20
years and olc r. Almost 18% of respondents indicated that they had no
educatioi whatsoever, while barely 22% had some primary school education.

This me: s that 40% of adults in South Africa have, at the very most, a Standard
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5 (Grade 7) educational attainment. At the other end of the scale, only 20,4% of
people aged 20 years and older had a matriculation certificate, while merely

8,4% had a higher education qualification (Statistics South Africa 2003).

These rather distressing statistics imply that a very large proportion of South
Africa’s working-age population is simply not employable in an economic
environment in which manual labour is becoming less and less important and
appropriate skills more and more sought after. The problem is aggravated by the
fact that it is extremely difficult in a technologically-driven world to teach people
skills if they lack a solid educational background. At the very least they need to

be able to read and write with a comfortable degree of fluency.

Personality has often been included in the definition of human capital because
entrepreneurs are seen as being extreme types, in the positive sense of
‘exceptional individuals’ (McCarthy & Leavy 1998/1999). Following this line of
reasoning, entrepreneurs differ from ‘ordinary’ people in a distinguishing feature
of their personality (referred to as entrepreneurial ‘ego’) and in their behaviour,
e.g. the need for independence, control, achievement, and being creative or risk-
seeking. A lot of research on the founding of new businesses has concentrated
on precisely such personal characteristics. There is an extensive review of this
‘classical’ literature in Brockhaus (1982). However, attributing entrepreneurial
activity exclusively to sc...2 ecific traits that some individuals are necessarily
bom with, implies that there is no need to teach entrepreneurship or nurture

entrepreneurs in other ways. Such thinking can be characterized as reductionist
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On their own they do not alter the fact that colleges have limited facilities for
practical work and unless innovative approaches to creating opportunities for
practical work are adopted, these qualifications often tend to be as classroom-

based as the rest of the formal college curriculum.

Subjects such as entrepreneurship and small business management are
included in a range of college programmes. Given that students tend to
experience these as examination subjects there are, however, reservations about
what students actually leam the realities of micro and small business creation. It
could, of course, be argued that such courses could serve to introduce students
to the business environment and that, even if they have no immediate intention of
starting their own businesses, they at least learn about business plans, the legal
environment, the nature of different contracts and other issues. Not even the
staunchest supporters of this system would, however, claim that classroom-
based teaching constitutes adequate preparation for self-employment. Even the
inclusion of regular market days where students make and trade their own
products is not deemed a strong enough remedy for the obvious shortcomings of
the formal college curriculum in terms of integrating technical, business
management and entrepreneurial knowledge and skill, and presenting SMME

development as a viable labour market option.

It would be incorrect, however, to conclude from the above discussion of college
curriculum that it is beyond the capacity of Further Education and Training (FET)

colleges to create an enabling environment that motivates and prepares young
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people for self-employment. Case studies () of ten So h African college
campuses und:t aken in 2002 — 2003, funded by the Human Science Sciences
Research Council (HSRC) and Ntsika Enterprise Promotic Agency, point to
some of the innovative ways in which colleges are seeking to extend on-campus
provision 1d link it to off-campus provision. The aim of presenting some of these
examples 1ere is not to claim that FET colleges have ‘got it right’, but rather to
provide a .ew snap-shots that show how campuses are managing to expand their
curriculur  practices beyond the traditional classroom in ways that bode well for
the promotion of self-employment as a destination that need not take years to

achieve.

Entrepreneurship is not necessarily an inherited trait. It can be created by
meaning  social intervention and training. No other field can intervene more
effectivel to develop an entrepreneurial spirit among the population than the
educatior system. Hence, promoting entrepreneurship among the population
should b¢ dne of the main agendas of the whole education system, starting from

the primary education system to institutions of higher leaming.

The present education system has to be mac more effective in promoting
indepenc 1t thinking, creativity, a sg  of inno» ion an motivation among
individueg  for setting ¢ illenging but achievable goals. To unleash the latent
entrepre ural potential of the marginalized there is a need to inculcate a spirit
of enterr e into the psyche of the present generation and forcefully convey the

message that entrepreneurship, self-employment and new enterprise creation
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can provide a viable solution to poverty and unemployment. Suitable educatio

and training material must be prepared for every lev  of education. Ata primary
school level, stories may be prepared where the leading characters take
initiatives and experiment with new ideas to carve out a whole new life for
themselves. It can be supplemented with games and fiims to encourage

initiatives and develop ability in planning and management.

At the secondary level, entrepreneurship can be offered as a compulsory
fieldwork-oriented subject. Senior school students could also work among the
communities on practical assignments to identify business ideas with high
potential. Community participation may act as a useful motivational factor for the
budding entrepreneurs. The formal classroom teaching might be supplemented
by workshops with elementary-level manufacturing facilities. Also, efforts have to
be made to seek support from outside organizations for commercializing
interesting business ideas of school children. Teaching of entrepreneurship at
secondary level cannot give desired results without an adequate supply of quality
teaching material and qualified teachers. For overseeing the preparation of
quality teaching material, a task force may be constituted with educators,
academics from technology-related fields and business sciences, finance sector
representative, as well as successful entrepreneurs. The task force can work out

the basic guidelir ; for preparing textbooks in entreprer 1 ip for hools.

A quality programme in entrepreneurship at the school level has the potential to

produce a sizeable number of marginal start-ups started by school leavers. Many
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will not be successful, but the growth of such marginal start-ups means that more
black-owned growth-oriented enterprises will emerge, and many of these
entrepren=urs will leave behind their umble origins to grow into high net-worth

entreprer Jrs.

At tertiary 2vel where students are acquiring professional and technical skills, it
is possibl_ to accelerate the process of the creation of growth-oriented dynamic
private  terprises through properdy designed teaching programmes in
entrepreneurship. In order to implement such programmes, every discipline has
to offer ¢ stomized courses in entrepreneurship. For example, a civil engineer
should ki w how to set up and run a construction business. A medical student
must pict ip the skills for running a clinic or hospital. A law student can acquire
the ability o run a professional law firm. Proper teaching of entrepreneurship at
tertiary level can create growth-oriented start-ups. Professional qualifications and
skills, combined with knowledge of new venture cre: on, are essential
prerequisites fc promoting enterprises. There is ailso a need for education and
training  tside the formal education system. Entrepreneurship development
training ¢ >uld be conducted among lower income groups to provide them with
ideas an information on different kinc of v’ Hle self-employment opportunities
and encc ragement to exploit those opportunities. Such action-oriented training
programi 3s may help start many marginal enterprises an some of these will
eventuall grow to become medium or large-size ente rises. Tailor-made
training for different groups of micro businesses can also expand the

manufac ring ase of many SMMEs that are serviced by micro businesses.
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Futures Research 1999). Although the population projectic s for the next 20
years are substantially lower than those projected a few years ago, the numbers
still repre :nt an increase from present levels. A rising population means more
mouths {. feed, more bodies to clothe and more accommodation to be
constructed. In short, it means rising pressure on basic resources, such as food.
These d¢ 1ands can be adequately met only if the increase in the country’s
populatio is accompanied by a corresponding increase in the production of

goods anu services.

The basi juestion is: does the South African labour force I /e adequate skills
and suff 2nt training to produce enough goods and services to meet the
growing « _mand of an ever-increasing population? It suffices to say that, at this
stage, the levels of education and appropriate skills in South Africa are far too
low to en )le us to generate an acceptable level of growth for a sustained period.
Only by gnificantly raising the level of education and skills in this country,
thereby 1..2eting the demand for executives, managers, scientists, technicians,

etc., will1 2 economic growth potential of South Africa be successfully exploited.

2.6 Asr.cts f entrepreneurship regulatory reform

F e - reality in the South African market. Re ilation without the
necessary checks and balances, however, can create as many problems as it
provides >lutions. In particular it has been shown that small businesses often

carry ad »roportionate burden of regulatory costs.
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There are always unintended costs and spin-offs to regulation. Markets are
dynamic, interactive systems that react to the incentives and disincentives
provided by, amongst other things, regulation. In many cases, policy makers are
primarily concerned with the first-order effects of regulation and do not consider
spill-over and second-order effects. This mindset, which can be referred to as
‘requlate first’, tends to deal with unintended consequences after regulation has

been imposed, rather than trying to prevent such consequences.

An example of unintended consequences is a change in market structure due to
the differential impact on different institutions. This, in tumn, often results in
institutional arbitrage, or entrenching suboptimal institutional reforms. Such
consequences are often difficult to undo, even when the regulations are

removed.

Particularly for small and medium enterprises (SMEs), the direct compliance cost
of regulation can be non-trivial. A 1996 survey commissioned by the Australian
Govemment’s Small Business Deregulation Task Force found that the average
Australian small business (employing up to 19 employees) spends 16 hours per
week on financial accounts and compliance issues (Yellow Pages 1996). Of this,
tax and other compliance issues accounted for four hours per week, taxation
matters took three hours and one hour per week was spent on other compliance
activities. This represents an average total annual cost of $7,000 per business

(compared to the average of $11,215 spent on general accounts and



42

bookkeeping). Of this amount it is estimated that $3,000 was paid to external

consultan*~ predominantly for dealing with compliance issues.

The probl n of unintended costs is aggravated by the uneven incidence of these
costs. Relatory costs are seldom distributed in an equitable manner. Even if
there is no difference in the absolute regulatory cost for institutions of various
sizes, but it is ¢ )cated on a per employee basis, small businesses carry a much
larger relative burden. Small firms do not have the scale of operations necessary
to offset regule y costs, and often cannot afford to appoint dedicated staff to

take care fcompliance issues.

The com| :xity of understanding and complying with regulations may require the
help of e; 2rnal consultants (large businesses usually have -house capacity to
deal with this task). Research commissioned by the United States Small
Business Adn istration Office of Advocacy (2002) in 2001 found that
businesses with fewer than 20 employees incurred average costs of roughly
$6,975 ¢ - employee resulting from regulation compliance, versus $4,463 per
employet¢ ‘or firms with more than 500 employees — a 56 percent higher cost for

smaller fi 1s.

A recent rant Thornton Kessel Feins 1 international survey (2003) conducted
amongst idependent, medium sized businesses found that 46 percent of South
African respor 2nts identified regulatory ‘red tape’ as a major constraint to

business growth. This compares to a ¢ jbal average of 35 percent. The survey
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reports that, due to ‘red tape’, business administration and paperwork have
become onerous, distracting and time-consuming tasks which impede the
productivity of owner-managed businesses. The respondents also indicated that
the red tape burden has increased and that business today is more complex than

it was in the past.

It is important for long-term economic development that businesses are able to
develop from small, informal ones to larger, formal businesses. Unintended
regulatory costs and the unequal incidence of these costs, however, present a
significant financial hurdle to the formalisation of small businesses. This leads to
the so-called ‘missing middle’ phenomenon - the gap that exists in the
development continuum between small informal enterprises on the one hand,

and giant formal enterprises on the other.

In support of this claim, a National Bureau on Entrepreneurial Research paper on
the regulation of entry (Djankov, La Porta, Lopez-de-Silanes & Shleifer 2000)
found that countries with heavier regulation of entry have higher levels of
corruption and larger informal economies, but not necessarily better quality of
public or private goods. In that particular study, the sample included nine African
countries, nine East Asian countries including China and Vietnam, three South
Asian countries (India, Pakistan and Sri Lanka), all central and Eastern European
countries except for Albania, some of the former Yi~2slav republics, seven
former Soviet Union republics, ten Latin American countries, five Middle Eastern

countries (Egypt, Israel, Jordan, Lebanon, and Tunisia) and all major developed
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countries. 'he selection of countries was guided by the goal of spanning a wide
range of 1come levels and politici systems, but was also dictated by the
availabilit of :ports by consulti j} companies on business registration

procedures.

Furthermore, Erneste and Schneider (1998, as quoted in Small Business Project
2002) hic ight 1e fact that the potential cost of such barriers to formalisation
shows & clear inverse relationship between economic development as
approxim 2d by per capita Gross Domestic Product and the size of the ‘shadow’
economy Rigidities in business entry and growth retard long-term economic
developmr..at @ | can partly explain the dual economy phenomenon in South

Africa and the difficulty in developing what is currently the informal market.

2.7 Aspects of Government support policy for entrepreneurs

Through icro businesses or simple income-generating activities many potential
entreprer urs for the first time learn to independently manage a commercial
activity; | ‘nce such businesses act as a catalyst for the entrepreneurship
developr nt process. Phenomenal success of the Grameen Bank in Bangladesh
has provea this point beyond any doubt and shown that entrepreneurial spirit can
be very effectively harnessed even among the poorest section of the society by
implementing ¢ effective micro :nding policy. The founder of the Grameen
concept, Muhamn 1 Yunus, describes in his book how micro business
developn tin atives have changed the lives of poor people in Bangladesh and
promotec e spread of micro business development projects in the poorest

¢« of ycountries (Yunt 19¢
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Micro lending programmes are not only confined to developing countries alone,
but are also gaining popularity in developed as well as middle-income countries.
In view of numerous success stories in the United States, micro lending is being
increasingly considered by many as an answer to welfare benefits (Burstyn,
1995). Hence, it is not surprising that in recent years micro business programmes
are increasingly attracting the attention of scholars, national and international
agencies and Non-Governmental Organizations (NGOs). In many countries the
governments generally take initiatives to spread and popularize the culture of
small business development among the economically and socially oppressed
population. Publicly funded schemes are introduced to attract disadvantaged
people and assist them to initiate and sustain micro businesses. In Thailand the
government encouraged the start-up of about 50 000 SMEs in 2002 and is
aiming at developing grass-root businesses, since it considers the micro
business development plan as part of its social safety net (Nation, 2003).
Germany has also adopted a similar approach towards micro business
development. The ‘bridging allowance’ scheme to encourage self-employment
among the unemployed in Germany, who are without any scope of accessing
capital, is a good example of government supported policy for self-employment

promotion (Kontos, 2003).

As in other countries, many income-generating activities at community level in
South Africa are also initiated with grants from govemmental agencies, national

and intemational funding organizations and charitable trusts. Generally the
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funding ornanizations are driven by an objective to provide the needy population
with opportunities to generate subsistence-level income. Often these activities
cease to istv h the withdrawal of donor funds and are not sustainable on their
own. The nicro business development initiatives are mostly confined to simple
income-g 1eral g projects based on traditional skills such as beadwork, sewing,
block making, tc. The common characteristics of these activities are low
productivity, a highly competitive market and no entry barriers. Since everyone is
trying to  odur the same products and target the same group of consumers
(and ofter rom the same area), most of these micro businesses can’t even cover
the busini s ov er's labour cost, let alone earn a profit. Moreover, the attitude of
charity adopted by the funding agencies towards these projects is often
strengthening tt  mentality of dependence. In the long run this may work against

the entrepreneurship development process in South Africa.

The experience of countries like India may indicate that well-designed self-
employment sc mes can create the right kind of condition for a well-diversified
micro business sector though it must be acknowledged that there isn’t any micro
business devel )ment model without inherent weaknesses and contradictions.
Every country 1 eds to develop a deeper understanding of its environment and
tailor mic  business development programmes to suit the specific needs of that

country.

With the  ht kind of assistance participants of many self employment schemes

can devewp the ability to sustain their activities, create profit-making businesses
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and ultimately raise external finance on commercial terms. The developmental
banks and other financial institutions, together with various service providers,
jointly have to develop capacity of micro businesses, ensure their sustainability,

and grow them to the level of profit-making ventures.

2.8 Aspects of financial support for enterprises

Previous studies into gender and business ownership have generated conflicting
evidence on whether financing poses problems for women starting and running
businesses. Four areas of the financing process have, however, been
consistently noted as posing particular problems for women. First, women may
be at a disadvantage in their ability to raise start-up funds (Carter & Cannon
1992; Johnson & Storey 1993; Koper 1993; Van Auken et al. 1993). Second,
guarantees required for external financing may be beyond the scope of most
women’s personal assets and credit track record (Riding & Swift 1990). Third,
finance for ongoing business costs may be less available for female-owned firms
than for male enterprises, largely due to women’s inability to penetrate informal
financial networks (Olm et a/. 1988; Aldrich 1989). Finally, female entrepreneurs’
relationships with bankers may suffer because of sexual stereotyping and

discrimination (Hisrich & Brush 1986).

Besides the collaboration and coordination of govermmental agencies and
financial institutions, the successful implementation of micro enterprise
development programmes critically depends on participation of non-
governmental organizations and other community-level voluntary organizations in

those programmes. By participating in income-generating activities, NGOs can
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provide tt muc needed helping hand both to the micro business owners on the
one hand ind Hancial institutions on the other. With the help of the NGOs, the
financial i.._titutions and other governmental agencies can make various income-
generating schemes commercially viable and in the long-run make those
schemes attractive to many other private banks and funds. For this to happen,
the govemment and micro-lending institutions in South Africa have to make large
investme to ain NGO officials and workers for building their capacity to
manage 1 micro-credit delivery system. Entrepreneurship development
programr s n :d to be conducted for the NGO workers, who can become
trainer-m  vators and effective credit monitoring instruments. To begin with, a
sizable n nber of schemes have to be designed and funded by the government
and other funding agencies for the training of NGO employees who have to be
trained as men rs, since individual mentorship cannot be managed directly by a

micro-len_.ng institution.

As part ' a market development strategy financial institutions can allocate

resource to conduct highly result-oriented entrepreneurship development

training _, trained NGO officials. By making participation in such training
programmes mandatory for loan disbur: 1 1t, the govemment and financial
institutions c¢ , to a large extent, ensure the modest success of

entrepreneurship development initiatives at the community level. A s a first step
in this ¢ :ctio a policy has to be formulated to encourage NGOs to equip
themseh ; professionally to conduct training programmes for micro business

developr ntin the rural and township areas.



49

Besides the training of NGO workers, there is also a need for training officials of
the commercial banks to equip them with skills to evaluate business proposals of
micro-entrepreneurs. Micro-lending is quite different from ‘collateral-based
lending’ and the success of such lending programmes depends upon the training
of all stakeholders including financial institutions involved in micro-lending.
Though micro-credit is an effective way to encourage new business and wealth
creation among the poorest of the poor, it may backfire if implemented without
proper training of banking officials, NGO functionaries, self-help groups and other
relevant people. The collapse of Saambou Bank in South Africa is a case in

point.

An estimated 1300 registered micro-lenders have made loans exceeding 14
billion rand, and there is little regulation of this risky industry. Too many
customers refuse to pay up, or they simply disappear. Saambou and UniFer plus
various fumiture chains that extend a lot of credit, have been stung (The
Economist, 2002). Lack of exposure of banking officials to micro-lending, coupled
with a Saambou-type collapse, may result in the rejection of fund applications by
financial institutions for many viable micro business proposals. Some of the
common excuses for such rejections are: lack of collateral security, absence of a
promoter's prior business experience, fear of high recovery cost, etc. In the
technology-intensive sector such an approach is already preventing South Africa
from achieving technological leadership in many sectors. In the low-tech sector, it

is working as a prime de-motivator for entrepreneurship development, since it
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prevents ucsperate people as well as potential entrepreneurs from taking up

small income-g« erating projects as career options.

Banks and other financial institutions themselves are the biggest losers from
such cor vative lending policies. In many developing countries banks are
changing eir ¢ proach towards micro lending. For example, in India banks are
finding ou that 1ere is an enormous market in rural India waiting to be tapped.
Thus dispiaying social commitment has nothing to do with it. It makes sound
business sense to finance the poor. After all, micro credit has a very high interest
rate and nearly 100% recovery rate (David & Bhatt, 2003). For bringing about
change in this important area, specialized or higher educational institutions can
come up with short-duration training programmes for officials from various
commerc | banks and other governmental financial institutions in South Africa
on techni 1es to evaluate entrepreneurs and promoters of micro-businesses and
small sce projects.

An innovuive icro-lending system can improve the sustainability of micro
businesses and promote some of them to a level of profit-making marginal
ventures. since the marginal utility of money is very high for the participants of
micro businesses who are virtually engaged in a battle for survival, any increase
in their e 1ings can have an electrifying effect not only on them, but also on their
r ghbot i an community n nt 1 increasit  numt i - from
marginal :d communities start believing in the scope for marginal improvement
in the € mings from self-employment schemes, it will create an excellent

foundatic.. for promoting grass-root entrepreneurship in South Africa.
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The government has a major responsibility to provide resources to implement
such schemes among carefully selected target groups. With assistance and
adequate training, many participants of the self-employment activities will be able
to improve their credibility to borrow money from lending institutions. Continuous
success is the index to measure credibility of an enterprise to borrow funds from
lending institutions. Besides addressing the immediate problem of rural and
township unemployment, the large-scale promotion of micro businesses will, in
the long run, create an entrepreneurial culture among the impoverished
marginalized population. Such a culture is the key to create a sizable number of
black-owned entrepreneurial ventures of both types, marginal as well as Growth
Oriented Enterprises (GOE). It has to be acknowledged that not all self-employed
people will convert themselves to true entrepreneurs with a drive to grow. Many
will not even be able to acquire the necessary skills to start a marginal-level
entrepreneurial venture. However, with proper management of self-employment
schemes it is possible to create a society with a high level of self-employed. The
rate of growth of such people from the marginalized community will primarily

determine the entrepreneurial potential of South Africa

2.9 Aspects of the second economy and rural development

In most parts of the industrialised world, unrecorded economic transactions are
conducted on a cash basis in order to avoid paying tax which is, of course,
illegal. Even advanced economies like Italy and the United States of America
contend with ‘shadow’, ‘hidden’ or ‘underground’ economies that may be

responsible for between 15 to 30 per cent of a country’s business activity. In
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anything illegal. In fact, such activities produce goods or services, and thereby

enhance the material welfare of fellow citizens.

Every article on HIV/AIDS in the workplace hammers home to employers that the
epidemic is going to hit their profit margins. But most smaller companies have
their noses to the ground, chasing the bottom line. Some employers are also put
off by the price of getting in HIV/AIDS consultants to help. They do so largely by

cutting down on staff absenteeism, iliness and the premature pay-out of benefits.

It is thus rather alarming that a national poll found that only 13% of small and
medium enterprises (with fewer than 100 employees) have implemented an
HIV/AIDS policy. This was uncovered in a national survey of 1006 enterprises,
conducted for the SA Business Coalition on HIV/AIDS (SABCOHA) by the
Bureau for Economic Research. While the lack of enterprise-based HIV/AIDS
policies was widespread, a number of enterprises (41%) reported that they had
started an HIV/AIDS awareness programme. Despite the fact that many
enterprises lacked HIV/AIDS policies, one third of all enterprises polled could
already measure the impact HIV/AIDS on labour productivity, absenteeism and

employee benefits.

At this stage, however, less than 10% of enterprises reported that HIV/AIDS had
affected their sales, although one in three expected this to be the case within the
next five years. It is vital for enterprises to bear in mind that sick employees cost

the employer money and treatment costs less, notes the SABCOHA report. If an
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employee carries on working throughout most of the disease cycle and only
initiates treatment towards the latter part of the disease, then the enterprise will
have carl d the cost of the iliness in terms of lower labour productivity and
increasec bsenteeism, as well as the price of treatment. Premature death also
results in group life, pension and medical benefits being paid out much earlier

than plan :d, adding to the cost of the diseas

2.10 Su mary

In this chapter the theoretical foundations of enterprise development,
entreprer ~urship, informal markets and the second economy were discussed. A
significan amount of attention was paid to global contrasts and trends of
entreprer.. drship development and growth, with particular attention to the South

African context.
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CHAPTER THREE: DEFINITION OF RESEARCH

PROBLEM AND QUESTIONS

3.1 Introduction

The previous chapter dealt with the literature survey. In this chapter the focus is
on highlighting the purpose of the study, which is to determine the challenges of
Small Medium and Micro Enterprises and whether entrepreneurship development

in the second economy can serve as a rural development measure.

3.2 Background to the Problem

The second economy constitutes an important part of the South African
economy. lts emergence is attributed largely to the fact that the growth of
employment opportunities in the first economy does not necessarily keep pace
with growth in the urban population. In other words, job creation in the first
economy frequently trails growth in the labour force. The shortage of productive
employment opportunities in the first economy therefore compels people to fend

for themselves.

Second economy activity manifests itself in various forms. It ranges from legal to
illegal activities and from monetary to barter transactions. The aim of this study is
to isolate various aspects of the second economy, particularly because of their
prominence in South Africa. The focus in this study is on large second economy

markets or concentrations of second economy venues.



56

3.3 Rat..nale for the Problem

..'1e Worl Bank estimates that the informal economy generates 40 percent of
the gross ational product (GNP) of low-income nations and 17 percent of the
GNP of I h-income ones (Farrell 2004.27; Schneider 200z It seems that the
motive fo ecoming involved in informal activities may differ etween developed

and deveioping countries or areas.

Informality in developed economic environments is often the result of avoiding
complian™ - with cumbersome procedures and regulations during business start-
up and « erations. Farrell (2004: 27) states that it is no secret that some
business:  operate partially or wholly outside the law by undemreporting
employm 1it, avoiding taxes, infringing copyrights and even failing to register as
legal er ies. On the other hand, informal businesses in developing
environments ¢ en originate from the lack of alternative income possibilities for
owners. The establishment of an informal business is therefore the result of an
effort to escape the plight of unemployment, rather than the exploitation of a
dynamic d prosperous business opportunity. Businesses may also be so small
that they ‘all outside income tax brackets, and such small businesses often
employ ly household members. Infringement of regulations such as safety
re —ilatio , and non-complianc with product quality prescriptions are often due

to ignorance, rather than deliberate avoidance.
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The above discussion with regard to the motive for involvement in trade activities
suggests that the level of entrepreneurship in informal businesses within rural

areas could be used as a development measure.

3.4 Primary Objective

The objective of this study is to determine the experiences of the marginalised
sector in terms of entrepreneurial activities in the second economy and what the
effects of current challenges are to start-up, new and established enterprises
within the second economy as a means of enhancing rural entrepreneurship

development.

3.5 Secondary Objectives

The current second economy entrepreneurship development challenges or
constraints have yielded the following secondary objectives:
|. To examine the attitude(s) that have an impact on rural entrepreneurship
development;
Il. To examine the aspects of the marginalised sectors, found mostly in the
rural areas, that have an impact on rural entrepreneurship development;
lll. To examine the aspects of access to opportunities (considering location,
unequal education levels and the human capital base) that relate to and
have an impact on rural entrepreneurship development;
IV. To examine the aspects of the labour force activities that relate to or have
an impacton rural 1t »Hreneurship development;
V. To examine the entrepreneurial regulatory reform aspects that relate to or

have an impact on rural entrepreneurship development;
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VI. To examine the aspects of government support policy for entrepreneurs

the*
Vil. To

ha
VIIl. To

relate to or have an impact on rural entrepreneurship development;
xamine the aspects of financial support for enterprises that relate to or
» an impact on rural entrepreneurship development;

'xamine the aspects of rural development and the second economy

the.. relate to or have an impact on rural entrepreneurship development.

3.6 Conclusion

The background and rationale of the study emphasise the view of the

experienc s of the marginalised sector in entrepreneurial activities in the second

economy

nd what the current effects of these challenges are to start-up, new

and est: lished enterprises wi in the second economy as a means of

enhancin rural entrepreneurship development.



59

CHAPTER FOUR: RESEARCH DESIGN AND DATA

ANALYSIS

4.1 Introduction

In this chapter the method of research of this study is outlined. It explains the
rationale behind the methodology employed, how the research was conducted,
and what steps were taken to ensure the validity of the study. The theoretical
framework is provided in Chapters 1 and 2 and the purpose of the study, as

stated in Chapter 1, was the guiding force in this investigation.

Analytical investigation was needed to determine the extent of entrepreneurship

development in the second economy as a rural development measure.

4.2 Sampling

One of the most practical and convenient methods used for the collection of
relevant data is through the process of sampling. According to Cooper &
Schindler (2001:164-180) sampling is the process of selecting some elements
from a population to represent the population as a whole. Random sampling is a
probability sampling technique which was utilised in this study. This means that
each member of the targeted group had a known and equal chance of being
selected in the sample. One of the advantages of probability sampling is that it is
a good representation of the target population, particuarly if the study is

effectively carried out.
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employees in the organisation, gender, age group, province and type of

settlement in which the subject dwells.

Each of the remaining eight sections has two sub-sections, which are herein
referred to as Sub-Section A and B respectively. The Sub-Sections are described

below.

Sub-Section A is on entrepreneurship development amongst the marginalised
sector within the second economy, as a rural development measure. The
questionnaire contains a number of questions on a four point scale, which focus
on the concepts of individual entrepreneurial ability, social network activities,
gender participation, youth participation, disabled participation, dwelling piace,
unequal education, human capital base, market issues, employment,
unemployment, self employment, economic contributions, regulation, effective
government support, perception of government support, awareness and utility of
government support, financial support, financial concepts and principles, ability to
start a business, orientation of individuals, second economy and rural

development.

Sub-Section B in each section of the questionnaire contains one multiple choice
question with the option of selecting one answer. The variation in the two
answers ascertains the element of whether that section is an enabler of
entrepreneurship development or is indeed entrepreneurship development. All

the questions in the questionnaire are common for all respondents.
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ynnaire concludes with an open question for the subject to kindly
factors that they consider to encourage or constrain entrepreneurship

itin 1e second economy, as a rural development measure.

Exercise

»nnaire was piloted with a small sample of respondents selected

for the pilot study. A random selection technique was adopted.

inis -ation Procedure

and physical mail contacts were established with various respondents
oles of the questionnaire were hand delivered to obtain permission to

he pilot and main questionnaire.

W-Ups

essions were conducted by means of telephone calls and personal
y offices and/or locations of the respondents on several occasions,
onses were received. Self-addressed and stamped envelopes were

n offices for the dispatch of completed questionnaires.

ation

population in this study are prospective and current entrepreneurs,
e in flea markets, are backyard mechanics, housewives who work
hawkers, shebeen owners, knitters, ‘black’ taxi owners, domestic

1 subsistence agricultural farmers.



63

4.5 Survey Methods

The main questionnaire was distributed to the respondents. The answers had to
be selected by indicating a cross in the appropriate block. The closed questions,
totalling one hundred and thirty eight in all, were formally structured in the form of
a four point Likert Scale, complemented by appropriate guidelines regarding the
procedure to be followed in answering them. The scale comprised a choice of
four Indicators, namely: Yes definitely; Yes but not significantly; No but probably

in two year; and No. The respondents had to choose one answer per question.

4.6 Data Collection

Data collection is the gathering of data that may range from a simple observation
at one location to a grandiose survey of multinational corporations in different
parts of the world (Cooper & Schindler 2004:82). For the purpose of this study, a
questionnaire was wused to collect data from current and prospective

entrepreneurs nationally.

4.7 Statistical Method Used

The application software, Statistical Package for the Social Sciences (SPSS),
was used for the data analysis. The statistical method used in this study to
analyse the data emanating from the survey, is descriptive statistics. This form of
data analysis is used to describe, explain and explore the relationships amongst
the varables. Other statistical methods used for the testing of significanc

included the - Test,T — Test, Chi-Squared and ANOVA. In order to present the
data collected from the respondents, in an orderly manner, tables, graphs,

frequency counts and percentages have been used. The research results
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culminate 1 a discussion on the findings of the study, which is complemented by

relevant ¢ jgestions and recommendations for the future.

4.8 Ethi.al Considerations

The quesuonnz  which was distributed was intended only fc the purpose of the
research udy. The confidentiality clause was adhered to at all times, in tt  tt

responde s were not asked to write their names or any other form of
identifical n on the questionnaire. However, biographical ita was requested
from the subjects. Emphasis was placed on refraining from any forms of data
manipula n and that there would be recognition of the science of public opinion

research

4.9 Quetionnaire Limitations

Not all r-ovinces within South Africa were given the questionnaire due to
logistics, ;omr Inication, financial constraints and other challenges. In most
instance: it was extremely difficult to interpret the subjects’ responses, while at
the sam time trying to decipher whether or not they comprehended each
question. Furt :rmore, the low response rate (see section 4.10) and low

response¢ Hias could be viewed as limitations.
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at a four point scale, some respondents chose not to answer certain questions.

Those were classified as undecided responses.

5.1.1 t/F Tests

Both the F and t tests were utilised to investigate whether the different gender

groups may have been significantly influenced by certain factors, when the

questions were answered. The reasons for pursuing this approach are as follows:

The two-tailed F-test is performed first to determine if the sample has equal

vaniances. The result of this test determines if the t-test for equal or unequal

vaniances must be used and how to calculate the degrees of freedom to

determine the significant or critical value. The t-test is performed to determine the

statistical differences between the means of two independent samples.

5.1.2 Paired Samples Test (t Test)

Paired Samples Test

Paired Differences

The output reports the t-test

95% Confidence
Interval of the
Std. Error Difference
Mean |Std. Deviation | Mean Lower Upper t df Sig. (2-tailed)
Pair 1 Economic Sector/Industry
- Number of Employees 4.644 5.987 .631 3.390 5.898 7.359 89 .000
Pair 2 E:J:I‘w" AtWork - Currel - ggg 1614 170 618 | 1204 5617 89 000
Pair 3 Highest Qualification -
Gender Category 3.489 1.609 170 3.152 3.826 20.567 89 .000
Pair 4 Z°p“'at'°" Group-Age | 4 o114 1.041 31| 1271 751 | 7732 89 000
roup
Pair5 Province - SRettlamant 2.344 1.944 .205 1.937 2.752 11.441 89 .000

sults (differences). In the above table, Significance

is less than 0.05, so there is evidence of a significant difference between the

means of the two groups in each pair. There is no significant difference in the

mean of the Economic Sector/Industry and Number of Employees, t= 7.359(89),
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p< 0.05. here is no significant difference in the mean of the Duration at Work
and Curre :Le' |, t=5.617(89), p< 0.05. There is no significant difference in the
mean of the Highest Qualification and Gender Category, t= 20.567(89), p< 0.05.
There is 1 significant difference in the mean of the Population Group and Age
Group, t = -7.732(89), p< 0.05. There is no s* 1ificant difference in the mean of

the Provir “e and Settlement, t= 11.441(89), p< 0.05.

5.1.3 Chi square test of independence

Chi-Square Tests

Asymp. Sig.
Vimtes ¢ (2-sided)
Pearson Chi-Square 1uT.Uue 48 .000
Likelihood Ratio 71.669 48 .015
piven ) I B
N of Valid Cases 90

a. 60 cells (92.3%) have expected count less than 5. The
minimum expected count is .03.

There is 0o significant difference between Economic Sector/Industry and the

Number .. Employees amongst the respondents, Chi square = 104.852 (df=48,

N=90), p 0.05.
Chi-Square Tests
Asymp. Sig.
Value df (2-sided)

Pearson Chi-Square 1.9122 45 .000
Likelihood Ratio 1563.212 45 .000
Linear-by-Linear
Association 67.024 ! 000
N of Valid Cases 147

a. 52 cells (86.7%) have expected count less than 5. The
minimum expected count is .12.

There is ..o significant difference between Duration at the Organisation and the
Level of esponsibility amongst the respondents, Chi square = 228.912 (df=45,

N=147), <0.05.



69

Chi-Square Tests

Asymp. Sig.
Value df (2-sided)
Pearson Chi-Square 17.7182 8 .023
Likelihood Ratio 16.937 8 .031
resociaton 007 1 759
N of Valid Cases 147

a. 10 cells (55.6%) have expected count less than 5. The
minimum expected count is .45.

There is no significant difference between the Highest Qualification and Gender
Category amongst the respondents, Chi square = 17.718 (df=8, N=147), p<

0.05.

Chi-Square Tests

Asymp. Sig.
Value df (2-sided)
Pearson Chi-Square 159.2952 20 .000
Likelihood Ratio 67.926 20 .000
st IECICTS BT B
N of Valid Cases 147

a. 25 cells (83.3%) have expected count less than 5. The
minimum expected count is .05.

There is no significant difference between Population Group and Age Group

amongst the respondents, Chi square = 159.295 (df=20, N=147), p< 0.05.

Chi-Square Tests

Asymp. Sig.
Value df (2-sided)
Pearson Chi-Square 452072 12 .000
Likelihood Ratio 38.956 12 .000
| e ||
N of Valid Cases 147

a. 13 cells (65.0%) have expectea count less than 5. The
minimum expected count is .02.

There is no significant difference between the Province and Type of Settlement

amongst the respondents, Chi square = 45.207 (df=12, N=147), p< 0.05.
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5.1.4 ANOVA Tests

The statistical test that is used for testing the means of several population groups

(using k
(Levine e

ratio betw

5.1.50n

dependent samples) is called the analysis of variance (ANOVA)

3/. 1999: 509). The test statistic for the ANOVA is the F — ratio (the

an the between-groups variance and the within-groups variance).

Way or Sin¢ 2 Factor ANOVA

Test of Homogeneity of Variances

Levene
Statistic df1 df2 Sig.
Age Group 2.002 4 142 .097
Gender Category 7.831 4 142 .000
ANOVA
Sum of
Squares df Menn S c S
Age Group Between Groups 58.239 4 1. oUU UL e .000
Within Groups 122.020 142 .859
Total 180.259 146
Gender ¢  :egory Between Groups .691 4 A73 .984 418
Within Groups 24.901 142 175
Total 25.592 146

There is a significant difference between the Population Group and the Age

Group of *he respondents, F(4,142) = 16.944, p< 0.05. There is a significant

differenc

responde

between the Population Group and the Gender Category of the

s, F(4,142) = 0.984, p< 0.05.



5.1.6 Two-Factor ANOVA

Dependent Variable: Population Group
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Levene's Test of Equality of Error Variance$

Dependent Variable: Population Group

F

df1

df2

Sig.

7.233

9

137

.000

Tests the nuli hypothesis that the error variance of
the dependent variable is equal across groups.

a. Design: Intercept+Gen8+Age9+Gen8 * Age9

Tests of Between-Subjects Effects

Type Il Sum
Source of Squares df Mean Square F Sig.
Corrected Model 38.0672 9 4.230 4.315 .000
Intercept 121.579 1 121.579 124.023 .000
Gen8 2.598 1 2.598 2.651 .106
Age9 24 651 5 4.930 5.029 .000
Gen8 * Age9 1.341 3 447 456 713
Error 134.300 137 .980
Total 481.000 147
Corrected Total 172.367 146

a. R Squared = .221 (Adjusted R Squared = .170)

There is a significant difference between the Population Group of the

respondents and the Age Group and Gender Category tested, F(9,146) = 4.315,

p< 0.05.

5.2 Biographical Questions

The results of the analysis and interpretation are presented and discussed below:

5.2.1 Results of Question 1 — What is the name of the organisation
which you are working at?

Due to the vast array of organisations that all the respondents are working at,
capturing the names of their organisations would not serve any purpose or be of

any relevance to this research document. Emphasis is placed rather on the most

crucial and value-adding questions.
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From Figure 14, it can be seen that 64 percent definitely agree, 9 percent agree
but feel it is not significant, whilst 24 percent indicated a clear ‘No’ and 2 percent

were undecided.

5.3.6 Analysis and interpretation of Question 1.1.3

From the analysis of the data gathered, it is evident from the majority response
that they do know someone personally who started a business in the past two
years. There is a relevant need to expose people to entrepreneurs who have

started a business in the past two years.
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thereof as entrepreneurship development and 2 percent of respondents were

undecided.

5.3.8 Analysis and interpretation of Question 1.2

From the analysis of the data gathered, it is evident from the majority response
that they regard aspects of an individual's attitude, entrepreneurship and the
management thereof to be an enabler of entrepreneurship development. This is a
clear indication that fundamentals such as attitude, entrepreneurship and the
management thereof serve as catalysts towards entrepreneurship development
in the second economy as a rural development measure.

5.3.9 Results of Question 2.1.1 — Do you consider self employment

higher amongst the male population in comparison to the female
population in the area you live in?

Table 8: Frequency of Question 2.1.1

Cumulative

Question 2.1.1 Frequency Percent Valid Percent Percent
Valid Yes definitely 57 633 63.3 63.3

Yes, but not significantly 14 156 156 78.9

No, but probably in two

years 2 2.2 2.2 81.1

No 17 18.9 189 100.0

Total 90 100.0 100.0

From Table 8, it can be seen that 57 definitely agree, 14 agree but feel it is not

significant, 2 indicated probably in two years time, whilst 17 indicated a clear

‘No’.
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From FigL 20, it can be seen that 10 percent definitely agree, 18 percent agree
but feelit not significant, 17 percent indicated probably in two y irs time, whilst
54 percen 1dic ed aclear ‘No’ and 1 percent was undecided.

5.3.18 Analys andin ‘pretation of Question 2.2.2
From the analysis of the data gathered, it is evident from the majority response

that they ao not view self employment to be higher amongst female youth in

compal 1 male youth in the area they live in.
5.3.19 'ts of Question 2.2.3 — Can improvements e made to the
currer | of entrepreneurial participation amongst the youth in the
econo
Table 13: Frequency of Question 2.2.3
Cumulative
| T-==iency | Percent | Valid Pt Percent
Valid Nueniv 58 64.4 v4.4 64.4
Tes, LUl N significantly 22 24 4 24 .4 88.9
"'Nc  ut probably in two
ve € 6.7 6.7 956
| No : 33 33 98.9
| U cided 1 1.1 1.1 100.0
T an 100.0 100.0
From Ta 13, it can be seen that u38 definitely agree, 22 agree but feel it is not
significar 3 indicated probably in two years time, whilst 3 indicated a clear ‘No’
and 1 we Indecided.
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From Figt 23, it can be seen that 10 percent definitely agree, 13 percent agree
but feelit 1ot significant, 10 percen! 1dicated probably in two years time, whilst
64 percer dicated a clear ‘No’ and 2 percent were undecided.
5.3.24 Ai ysis and interpretation of Question 2.3.2
From the aly: ; of the data gathered, it is evident from the majority response
that self ¢ ployment is not higher amongst dit »led females in comparison to
disabled r es in areas that they live in.
5.3.25 Rt 1lts of Question 2.3.3 — Can improvements e made on the
current | el of entrepreneurial participation amongst the disabled in
the econ ny?
Table 16: Frequency of Question 2.3.3
Cumulative
Question: 3 Frequency . 2reent Valid Percent Percent

Valid Ye finitely 56 62.2 62.2 62.2

' Ye  ut not significantly 16 178 17.8 80.0

N¢  itprobably in two

ve 9 10.0 10.0 90.0

' Nc 5 89 8.9 989

Ur ided 1 14 11 T 6“

(To 90 100U | 1UU.U—_— _ —
From Tat 16, it can be seen that 56 aefinitely agree, 16 agree but reel it is not
significan ) indicated probably in two years time, whilst 8 indicated a clear ‘No’

and 1 wa:

ndecided.
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management thereof as an enabler of entrepreneurship development. Thirty-four
percent of respondents regard aspects of gender bias, participation of youth and
the disabled in the economy and the management thereof as entrepreneurship

development and 2 percent of respondents were undecided.

5.3.28 Analysis and interpretation of Question 2.4
From the analysis of the data gathered, it is evident from the majority response

that aspects of gender bias, participation of youth and the disabled in the
economy and the management thereof are considered to be an enabler of

entrepreneurship development.

5.3.29 Results of Question 3.1.1 — Do you consider the proximity to
large markets, access to suppliers and other resources in rural areas
likely to confer an advantage to entrepreneurs?

Table 18: Frequency of Question 3.1.1

Cumulative

Question 3.1.1 Frequency Percent Valid Percent Percent
Valid | Yes definitely 46 511 51.1 51.1

Yes, but not significantly 19 211 211 722

No, but probably in two

years 6 6.7 6.7 789

No 19 211 21.1 100.0

Total 90 100.0 100.0

From Table 18, it can be seen that 46 definitely agree, 19 agree but feel it is not

significant, 6 indicated probably in two years time, whilst 19 indicated a clear

‘No'.
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From Figure 773, it can be : :n that 62 percent definitely ag 22 percent agree
but feel it is not significant, 8 percent indicated probably in two years time, whilst

6 percent indicated a clear ‘No’ and 2 percent were undecided.

5.3.34 Analysis and interpretation of Question 3.1.3
From the analysis of the data gathered, it is evident from the majority response

that the proximity to large markets, access to suppliers and other resources in
metropolitan areas is likely to confer an advantage to entrepreneurs.

5.3.35 Results of Question 3.2.1 — Do you consider access to quality

education as a significant resource enabling entrepreneurs to initiate
a start-up enterprise?

Table 21: Frequency of Question 3.2.1

Cumulative

Question 3.2.1 Frequency Percent Valid Percent Percent
Valid | Yes definitely 57 63.3 63.3 63.3

Yes, but not significantly 28 311 311 94 .4

No, but probably in two

years 1 1.1 1.1 956

No 2 22 22 97.8

Undecided 2 22 22 100.0

Total 90 100.0 100.0

From Table 21, it can be seen that 57 definitely agree, 28 agree but feel it is not

significant, 1 indicated probably in two years time, whilst 2 indicated a clear ‘No’

and 2 were undecided.












From Figure 31, it can be seen that 59 percent definitely agree, 28 percent agree
but feel it is not significant, 3 percent indicated probably in two years time, whilst

7 percent indicated a clear ‘No’ and 3 percent were undecided.
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5.3.40 Analysis and interpretation of Question 3.2.3

From the analysis of the data gathered, it is evident from the majority response

that they consider access to quality education as a significant resource enabling

entrepreneurs to acquire an established enterprise.

5.3.41 Results of Question 3.3.1 — Do you consider that teaching in

primary and secondary education encourages creativity, seif-
sufficiency and personal initiative?

Table 24: Frequency of Question 3.3.1

Cumulative

Question 3.3.1 Frequency Percent Valid Percent Percent
Valid | Yes definitely 33 36.7 36.7 36.7

Yes, but not significantly 27 30.0 30.0 66.7

No, but probably in two

years 3 33 33 70.0

No 25 278 27.8 978

Undecided 2 22 22 100.0

Total 90 100.0 100.0

From Table 24, it can be seen that 33 definitely agree, 27 agree but feel it is not

significant, 3 indicated probably in two years time, whilst 25 indicated a clear ‘No’

and 2 were undecided.
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5.3.44 A/ \lysis and interpret: on of Question 3.3.2
From the analysis of the data gathered, it is evident that an equal split definitely

but not si ificantly considers that teaching in primary and secondary education

provides adequate instruction in market economic principles, while another

minute proportic does not consider it to be so at all.

5.3.45 Results of Question 3.3.3 — Do you consider that teaching in
primary and ¢ condary educi: ion provides adequate attention to
entrepreneurship and new firm creation?

Table 26: Frequency of Question 3.3.3

Cumulative

Question 3.3.3 Frequency Percent Valid Percent Percent
Valid | Ye lefinitely 16 17.8 17.8 17.8

| Ye but not significantly 31 34.4 34.4 522

"N¢ it probably in two

years 14 156 156 67.8

No 28 31.1 31.1 98.9

Undecided 1 1.1 1.1 100.0

Total 90 100.0 100.0

From Table 26, can be seen that 16 definitely agree, 31 agree but feel it is not

significant, 14 indicated probably in two years time, whilst 28 indicated a clear

‘No’ and 1 was undecided.
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5.3.48 Analysis and interpretation of Question 3.3.4
From the analysis of the data gathered, it is evident from the majority response
that a large proportion are definitely in agreement but feel it is not significant that
colleges and universities provide good and adequate preparation for starting up

and growing new fims.

5.3.49 Results of Question 3.3.5 — Do you consider that the level of
business and management education provides good and adequate
preparation for starting up and growing new firms?

Table 28: Frequency of Question 3.3.5

Cumulative
Question 3.3.5 Frequency Percent Valid Percent Percent
Yes definitely 42 46.7 46.7 478
Yes, but not significantly 35 389 389 86.7
No, but probably in two
years 6 6.7 6.7 933
No 5 56 56 989
Undecided 2 21 2.1 100.0
Total 0 100.0 100.0

From Table 28, it can be seen that 42 definitely agree, 35 agree but feel it is not
significant, 6 indicated probably in two years time, whilst 5 indicated a clear ‘No’

and 2 were undecided.
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From Figure 39, it can be seen that 11 percent definitely agree, 24 percent agree
but feel it is not significant, 11 percent indicated probably in two years time, whilst

52 percent indicated a clear ‘No’ and 1 percent was undecided.

5.3.56 Analysis and ir @rpretation of Question 3.3.8
From the analysis of the data gathered, it is evident from the majority response

that the respon :nts do not think that many people know how to manage a small
business. On e contrary, a small quantity believes so but feels it is not
significant.

5.3.57 Results of Question 3.3.9 — Do you consider that many people

have experie :ein starting a new business enterprise?
Table 32+ Wra~nancy of Question 3.3.9

] Cumulative
Question 3.3.9 Frequency Percent Valid Percent Percent
Valid |Y definitely 6 87 6.7 6.7
I Yes, but not significantly 15 16_7~__ ?7 o 2?;
No, but probably in two
years 12 13.3 13.3 367
No 1 56 622 622 989
Undecided 1 1.1 1.1 100.0
Total 90 100.0 100.0

From Table 32, it can be seen that 6 definitely agree, 15 a ee but feel it is not
significant, 12 indicated probably in two years time, whilst 56 indicated a clear

‘No’ and 1 was undecided.
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5.3.62 Analys and interpretation of Question 3.3.11
From the analysis of the data gathered, it is evident from the majority response

that they strongly do not consider that many people have the ability to organise
the resources required for a new business enterprise.

5.3.63 Results of Question 3.4 — Yc regard aspects of location,
unequal education levels, skills development and the management

thereof : :..?
Table 35: Frequency of Question 3.4

Cumulative

Question 3.4 Frequency Percent Valid Percent Percent
Valid | ...an enabler of

entrepren  “ship 62 68.9 68.9 68.9

developm !

... lrepreneurship

de.clopment 20 222 222 91.1

Undecided 8 8.9 fQ 100.0

Total 90 | 100.0 W |

From Table 35, it can be seen that 62 respondents regard aspects of location,
unequal education levels, skills development and the management thereof as an
enabler of entrepreneurship development. Twenty respondents regard aspects of
location, uneq 1l education levels, skills development and the management

thereof as entrepreneurship development and 8 respondents were undecided.
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From Figure 46, it can be seen that 9 percent definitely agree, 27 percent agree
but feel it is not significant, 8 percent indicated probably in two years time, whilst

56 percent indicated a clear ‘No’ and 1 percent was undecided.

5.3.70 Analysis and interpretation of Question 4.1.3
From the analysis of the data gathered, it is evident from the majority response

that they do not consider working as a domestic worker or in kind as an

improvement of one’s living standard.

5.3.71 Results of Question 4.1.4 — Do you consider working in your
own family plot or farm as an improvement of one’s living standard?
Table 39: Frequency of Question 4.1.4

Cumulative
Questic~ “ 1.4 Frequency Percent Valid Percent Percent
Valid Yes defuinery 23 256 256 256
Yes, but not significantly 30 333 333 58.9
No, but probably in two
years 15 167 16.7 756
No 21 233 233 98.9
Undecided 1 11 1.1 100.0
Total 90 100.0 100.0

From Table 39, it can be seen that 23 definitely agree, 30 agree but feel it is not
significant, 15 indicated probably in two years time, whilst 21 indicated a clear

‘No’ and 1 was undecided.












From Figure 49, it can be seen that 563 percent definitely agree, 28 percent agree

but feel it is not significant, 6 percent indicated probably in two years time, whilst

13 percent indicated a clear ‘No’.
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5.3.76 Analysis and interpretation of Question 4.1.6

From the analysis of the data gathered, it is evident from the majority response

that they do consider construction on own, family home, farm or business

enterprise as an improvement of one’s living standard.

5.3.77 Results of Question 4.1.7 — Do you consider catching food for

sale or subsistence as an improvement of one’s living standard?
Table 42: Frequency of Question 4.1.7

Cumulative

Question 4.1.7 Frequency Percent Valid Percent Percent
Valid | Yes definitely 13 14 .4 14 .4 14 .4

Yes, but not significantly 33 367 36.7 511

No, but probably in two

years 11 122 122 63.3

No 33 36.7 36.7 100.0

Total 90 100.0 100.0

From Table 42, it can be seen that 13 definitely agree, 33 agree but feel it is not

significant, 11 indicated probably in two years time, whilst 33 indicated a clear

‘No’.
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From Figure 53, it can be seen that 30 percent definitely agree, 36 percent agree
but feel it is not significant, 17 percent indicated probably in two years time, whilst

17 percer.. indicated acle  ‘No’ and 1 percent was undecided.

5.3.84 Analysis and interpretation of Question 4.2.3
From the analysis of the data gathered, it is evident from the majority response

that they generally consider that enterprises contribu sonomically in terms of
local innovation based on the number of employees excluding owner managed
start-up enterprises.

5.3.85 Results of Question 4.2.4 — Do you consider that enterprises

contribt “2 economically in terms of local innovation based on the
number _f employees including owner managed start-up enterprises?

Table 46: Frequency of Question 4.2.4

Cumulative

Question 4.2.4 Frequency Percent Valid Percent Percent
Valid | Yes definitely 32 356 356 356

Yes, but not significantly 38 422 422 77.8

No, but probably in two

years 10 111 11.1 88.9

No 10 11.1 11.1 100.0

Total 90 100.0 100.0

From Table 46, it can be seen that 32 definitely agree, 38 agree put teel it is not
significant, 10 indicated probably in two years time, whilst 10 indicated a clear

‘No’.
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From Figure 56, it can be seen that 29 percent definitely agree, 40 percent agree
but feel it is not significant, 14 percent indicated probably in two years time, whilst

14 percent indit ted a clear ‘No’ and 2 percent were undecided.

5.3.90 Analysis and interpretation of Question 4.2.6
From the Inalysis of the data ga ered, it is evident from the majority response

that a la e proportion do consider that enterprises contribute economically in
terms of :al innovation based on the number of owner operated new firms.
5.3.91 Results of Question 4.2.7 — Do you consider t it enterprises

contribute economically in terms of local innovation based on the
number of er loyees excluding owner managed new firms?

Table 49: Frequency of Question 4.2.7

Cumulative

Question 4.2.7 Frequency Percent Valid Percent Percent
Valid | Y definitely 24 26.7 26.7 26.7

Yes, but not significantly 35 389 389 656

N but probably in two

y__'s 14 15.6 156 81.1

No 15 167 16.7 97.8

Undecided 2 22 22 100.0

T 90 100.0 0.0 |

From Ta..e 49, it can be seen that 24 definitely agree, 35 agree but feel it is not

significant, 14 dicated probably in two years time, whilst 15 indicated a clear

‘No’ and 2 were undecided.
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5.3.94 Analysis and interpretation of Question 4.2.8
From the analysis of the data gathered, it is evident from the majority response

that a large number do consider that enterprises contribute economically in terms

of local innovation based on the number of employees including owner managed

new firms.

5.3.95 Results of Question 4.2.9 — Do you consider that enterprises

contribute economically in terms of local innovation based on the
number of established firms?

Table 51: Frequency of Question 4.2.9

Cumuiative

Question 4.2.9 Frequency Percent Valid Percent Percent
Valid Yes definitely 30 333 333 333

Yes, but not significantty 35 389 389 722

No, but probably in two

years 12 133 133 856

No 10 11.1 11.1 967

Undecided 3 33 33 100.0

Total 90 100.0 100.0

From Table 51, it can be seen that 30 definitely agree, 35 agree but feel it is not

significant, 12 indicated probably in two years time, whilst 10 indicated a clear

‘No’ and 3 were undecided.












5.3.100 Analysis and interpretation of Question 4.2.11
From the analysis of the data gathered, it is evident from the majority response

that they agree that enterprises contribute economically in terms of local

innovation based on the number of employees excluding owner managed

established firms.

5.3.101 Results of Question 4.2.12 — Do you consider that enterprises
contribute economically in terms of local innovation based on the
number of employees including owner managed established firms?
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Table 54: Frequency of Question 4.2.12

Cumulative

Question 4.2.12 Frequency Percent Valid Percent Percent
Valid | Yes definitely 29 322 322 322

Yes, but not significantly 33 36.7 36.7 68.9

No, but probably in two

years 9 10.0 10.0 78.9

No 16 17.8 17.8 96.7

Undecided 3 33 33 100.0

Total 90 1uu.U 100.0

From Table 54, it can be seen that 29 definitely agree, 33 agree but feel it is not

significant, 9 indicated probably in two years time, whilst 16 indicated a clear ‘No’

and 3 were undecided.
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management thereof as an enabler of entrepreneurship development. Thirty-six
percent of respondents regard aspects of labour force activities, local innovation,
enterprise economic contributions and the management thereof as

entrepreneurship development and 10 percent of respondents were undecided.

5.3.104 Analysis and interpretation of Question 4.3
From the analysis of the data gathered, it is evident from the majority response

that a large proportion regards aspects of labour force activities, local innovation,
enterprise economic contributions and the management thereof to be an enabler
of entrepreneurship development.

5.3.105 Results of Question 5.1.1 — Do you consider 1at excessive

red tape can ndermine competitiveness in terms of active

assistal :e to small enterpris s, particularly in meeting administrative
compliance?

Table 56: Frequency of Question 5.1.1

Cumulative

Question 5.1.1 Frequency Percent Valid Percent Percent
Valid Yes definitely 54 60.0 60.0 60.0

Yes, but not significantly 25 278 278 87.8

No, but probably in two

years 44 44 92.2

_NO 5 56 56 97.8
unuecided 2 22 22 100.0
Total 90 100.0 100.0

From Table 56, it can be seen that 54 definitely agree, 25 agree vut feel it is not
significant, 4 indicated probably in two years time, whilst 5 indicated a clear ‘No’

and 2 were undecided.









5.3.108 Analysis and interpretation of Question 5.1.2
From the analysis of the data gathered, it is evident from the majority response

that they consider that excessive red tape can undermine competitiveness in

terms of the exemption or modification of requirements, particularly in making

them less onerous.

5.3.109 Results of Question 5.1.3 — Do you consider that excessive
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red tape can undermine competitiveness in terms of the

establishment of mechanisms to ensure that regulatory design takes
better account for needs and concerns of enterprises in creating new

compliance burdens?

Table 58: Frequency of Question 5.1.3

— -
Cumulative
Question 5.1.3 Frequency Percent Valid Percent Percent

Valid | Yes definitely 44 489 48.9 489
Yes, but not significantly 31 34.4 34.4 83.3

No, but probably in two ]
years 5 56 56 88.9
No 5 56 56 94 4
Undecided 5 56 56 100.0

- | I el

Total 90 100.0 100.0 W

From Table 58, it can be seen that 44 definitely agree, 31 agree but feel it is not
significant, 5 indicated probably in two years time, whilst 5 indicated a clear ‘No’

and 5 were undecided.












From Figure 68, it can be seen that 17 percent definitely agree, 22 percent agree
but feel it is not significant, 9 percent indicated probably in two years time, whilst

51 percent indicated a clear ‘No’ and 1 percent was undecided.

5.3.114 Analysis and interpretation of Question 5.2.2
From the analysis of the data gathered, it is evident from the majority response

that that they do not consider that the number of taxes is not a burden for new

and growing firms.

5.3.115 Results of Question 5.2.3 — Do you consider that taxes and
other government regulations are applied to new and growing firms
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in a predictable and consistent way?
Table 61: Frequency of Question 5.2.3

Cumulative

Question 5.2.3 Frequency Percent Valid Percent Percent
Valid | Yes definitely 25 278 278 278

Yes, but not significantly 24 267 267 54 4

No, but probably in two

years 13 144 144 68.9

No 24 267 267 956

Undecided 4 4.4 44 100.0

Total Q0 100.0 100.0

From Table 61, it can be seen that 25 definitely agree, 24 agree but feel it is not
significant, 13 indicated probably in two years time, whilst 24 indicated a clear

‘No’ and 4 were undecided.
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5.3.118 / 1alysis and interpretation of Question 5.2.4
From the .nalysis of the data gathered, it is evident from the majority response

that they do c sider that government policies aimed at supporting new and
growing fi 1s are effective.
5.3.119 Results of Question 5.3 — You regard aspects of

entrepreneurial regulatory reform and the management thereof as..?
Table 63: Frequency of Question 5.3

Cumulative

Question 5.3 Frequency Percent Valid Percent Percent
Valid ...an enabler of

entrepreneurship 41 456 456 456

development.

.. repreneurship

development 42 46.7 467 922

Undecided 7 78 78 100.0

Total 90 100.0 100.0

From Table 63, it can be seen that 41 respondents regard aspects of
entrepreneurial regulatory reform and the management thereof as an enabler of
entrepreneurship development. Forty-two respondents regard aspects of
entreprer urial regulatory reform and the management thereof as

entrepreneurship development and 7 respondents were undecided.









5.3.122 Analysis and interpretation of Question 6.1.1
From the analysis of the data gathered, it is evident from the majority response

that they although they agree that govemment policies (i.e. public sector

procurement policy) consistently favour new firms, they do not consider it to be

significant.

5.3.123 Results of Question 6.1.2 — Do you consider that support of
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new and growing firms is a high priority for policy at national

government level?

Table 65: Frequency of Question 6.1.2

Cumulative

Question 6.1.2 Frequency Percent Valid Percent Percent
Valid Yes definitely 33 367 367 367

Yes, but not significantly 32 356 356 722

No, but probably in two

years 13 144 144 86.7

No 11 122 12.2 98.9

Undecided 1 1.1 11 100.0

Total 90 100.0 100.0

From Table 65, it can be seen that 33 definitely agree, 32 agree but feel it is not

significant, 13 indicated probably in two years time, whilst 11 indicated a clear

‘No’ and 1 was undecided.
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From Figt 2 76, it can be seen that 17 percent definitely agree, 23 percent agree
but feel it is not significant, 17 percent indicated probably in two years time, whilst

42 percent indicated a clear ‘No’ and 1 percent was undecided.

5.3.130 Analy s and interpre tion of Question 6.2.1
From the analysis of the data gathered, it is evident from the majority response

that they do not consider that a wide range of govemment assistance for
enterprises car e obtained through contact with a single agency.

5.3.131 Pasults of Qu stion 6.2.2 — Do you consider atscience

parks a1 | business incubators provide effective sug ort for
enterpri_2s?

Table 69: Frequency of Question 6.2.2

Cumulative

Question 6.2.2 Frequency Percent Valid Percent Percent
Valid | Yes definitely 15 167 1R7 16./

Yes, but not significantly 41 456 456 027

N but probably in two

ye s 12 133 133 756

No 20 222 222 97.8

Undecided 2 22 22 100.0

Total 90 100.0 100.C

From Table 69, it can be seen that 15 definitely agree, 41 agree but feel it is not

significant, 12 dicated probably in two years time, whilst 20 indicated a clear

‘No’ and 2 were undecided.
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5.3.136 / alysis and interpretation of Question 6.2.4
From the alysis of the data gathered, it is evident from the majority response
that they are equally split between agreeing and disagreeing that personnel at

government ar ncies are competent and effective in giving support to

enterprises.

5.3.137 | »sults of Question 6.2.5 - Do you consider - at anyone who

needs a: iist: ce from a government programme for an enterprise
can find what they need?

Table 72: Frequency of Question 6.2.5

Cumulative

Question 6.2.5 Frequency Percent Valid Percent Percent
Valid | Yes definitely 12 133 133 133

Yes, but not significantly 33 367 367 50.0

No, but probably in two

years 15 167 16.7 66.7

No 29 322 322 98.9

Undecided 1 11 1.1 100.0

Total an 100.0 100.0

From Table 72, it can be seen that 1z definitely agiee, 33 agree out feel it is not

significant, 15 licated p »ably in two years time, whilst 29 indica 1 a clear

‘No’ and 1 was undecided.
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From Figure 82, it can be seen that 37 percent definitely agree, 39 percent agree
but feel il 5 not significant, 9 percent indicated probably in two years time, whilst

14 perce indicated a clear ‘No’ and 1 percent was undecided.

5.3.142 Analy is and interpretation of Question 6.3.1
From the inalysis of the data gathered, it is evident from the majority response

that they definitely consider that there is an overall promotion of small

enterprises.

5.3.143 Resu ; of Question 6.3.2 — Do you consider that there is
sufficie~* communication of small enterprise incentives?
Table 75: Frequency of Question 6.3.2

Cumulative
Question 1.2 Freqi~-~- Marcent Valid Percent Percent
Valid | Yes definitely 10 111 111 111
Y  butnuisuimantly 31 34.4 24 4 AR A
N, out probauty m wo g
years 18 20.0 20.0 656
No 29 322 322 97.8
L lecided 2 22 22 100.0
Total | Y0 100.0 100.0

From Table 75, it can be seen that 10 definitely agree, 31 agree but feel it is not
significant, 18 1dicated probably in two years time, whilst 29 indicated a clear

‘No’ and 2 were undecided.
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From Figure 85, it can be seen that 22 percent definitely agree, 43 percent agree

but feel it is not significant, 12 percent indicated prc ably in two years time, whilst

22 percent indicated a clear ‘No’.

5.3.148 ; ialysis and interpretation of Question 6.3.4

From the analysis of the data gathered, it is evident from the majority response

that they definitely do consider that there is an impact of govemment incentives

in general.

5.3.149 Results of Question 6.3.5 — Do you consider that there is an

impact of sm

| enterprise support structures?
Table 78: Frequency of Question 6.3.5

Cumulative
Question 6.3.5 Frequency Percent Valid Percent Percent
Valid Yes definitely 20 222 222 222
Y. but not significantly 40 44 4 44.4 66.7
N out probably in two
ye_s 15 16.7 16.7 83.3
No 15 16.7 16.7 100.0
| pena| 90 100.0 100.0

From Ta 378, it can be seen that 20 definitely agree, 40 agree but feel it is not

significant, 15 indicated

‘No'.

robably in two years time, whilst 15 indicated a clear















From Figure 89, it can be seen that 34 percent definitely agree, 34 percent agree
but feel it is not significant, 14 percent indicated probably in two years time, whilst

16 percent indicated a clear ‘No’ and 1 percent was undecided.

5.3.156 Analysis and interpretation of Question 6.3.8
From the analysis of the data gathered, it is evident from the majority response

187

that they definitely do consider that there is an impact of labour legislation.

5.3.157 Results of Question 6.3.9 — Do you consider that there is an
impact of Black Economic Empowerment?

Table 82: Frequency of Question 6.3.9

From Table 82, it can be seen that 33 definitely agree, 28 agree put fee: it is not
significant, 13 indicated probably in two years time, whilst 15 indicated a clear

‘No’ and 1 was undecided.

Cumulative

Question 6.3.9 Frequency | Percent | Valid Percent Percent
Valid | Yes definitely 33 367 36.7 36.7

Yes, but not significantly 28 311 311 67.8

No, but probably in two

years 13 144 144 82.2

No 15 16.7 16.7 98.9

Undecided 1 1.1 1.1 100.0

Total 90 100.0 100.0













From Figure 92, it can be seen that 20 percent definitely agree, 41 percent agree
but feel it is not significant, 17 percent indicated probably in two years time, whilst

21 percent indicated a clear ‘No’ and 1 percent was undecided.

5.3.162 Analysis and interpretation of Question 6.3.11
From the analysis of the data gathered, it is evident from the majority response

that they do consider that there is an impact of import or export legisiation but

that it is not significant enough.

5.3.163 Results of Question 6.3.12 — Do you consider that there is an
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impact of skills development programmes?
Table 85+ T=~qu~—-y of Question 6.3.12

Cumulative

Question 6.3.12 Frequency Percent Valid Percent Percent
Valid | Yes definitely 30 33.3 333 333

Yes, but not significantly 34 37.8 37.8 711

No, but probably in two

years 14 156 156 86.7

No 11 12.2 122 98.9

Undecided 1 11 11 100.0

Total 0 100.0 100.0

From Table 85, it can be seen that 30 definitely agree, 34 agree but feel it is not

significant, 14 indicated probably in two years time, whilst 11 indicated a clear

‘No” and 1 was undecided.
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From Figure 95, it can be seen that 9 percent definitely agree, 32 percent agree
but feel it is not significant, 21 percent indicated probably in two years time, whilst

38 percent indicated a clear ‘No’.

5.3.168 Analysis and interpretation of Question 6.4.2
From the analysis of the data gathered, it is evident from the majority response

that they do not consider that there is awareness and utility of the

Competitiveness Fund.

5.3.169 Results of Question 6.4.3 — Do you consider that there is

awareness and utility of the IDC (Independent Development
Corporation)?

Table 88: Frequency of Question 6.4.3

Cumulative

Question 6.4.3 Frequency Percent Valid Percent Percent
Valid | Yes definitely 16 17.8 17.8 17.8

Yes, but not significantly 27 300 30.0 478

No, but probably in two

years 21 233 233 711

No 26 289 289 100.0

Total 90 100.0 100.0

From Table 88, it can be seen that 16 definitely agree, 27 agree but feel it is not

significant, 21 indicated probably in two years time, whilst 26 indicated a clear

‘No’.
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From!| re 99, it can be seen that 19 percent definitely agree, 38 percent agree
but fe¢ s not significant, 20 percent indicated probably in two years time, whilst
23 per tindicated a clear ‘No’.
5.3.17 nalysis and interpretation of Question 6.4.6
From analysis of the data gathered, it is evident from the majority response
that tt  irge: proportion "res consider that there is awareness and utility of
SEDA  all Enterprise Development Corporation) but feel is not significant.
5.3.17 est s of Question 6.4.7 — Do you consider that there is
awar« ss and utility of Khula Finance Intermediaries?
Table 92: Frequency of Question 6.4.7
Cumulative
Questi.... ..4.7 Frequency Percent Valid Percent Percent
Valid | 7770 e 16 17.8 17.8 17.8
icantly 30 333 333 51.1
n two
20 222 222 733
24 %7 267 100.0
90 1000 100.0
From 1 1 be seen that 16 aennnely agree, 30 agree but feel it is not
signific ted probably in two years time, whilst 24 indicated a clear

‘No’.















From Figure 103, it can be seen that 22 percent definitely agree, 26 percent

agree but feel it is not significant, 21 percent indicated probably in two years
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time, whilst 30 percent indicated a clear ‘No’ and 1 percent was undecided.

5.3.184 Analysis and interpretation of Question 6.4.10
From the analysis of the data gathered, it is evident from the majority response

that they do not consider that there is awareness and utility of NEF (National

Empowerment Fund).

5.3.185 Results of Question 6.4.11 — Do you consider that there is

awareness and utility of the APEX fund (South African Micro Finance
Apex Fund)?

Table 96: Frequency of Question 6.4.11

Cumulative

Question 6.4.11 Frequency Percent Vaiid Percent Percent
Valid Yes definitely 15 167 16.7 16.7

Yes, but not significantly 20 222 222 389

No, but probably in two

years 18 20.0 200 58.9

No 35 389 389 978

Undecided 2 22 22 100.0

Total 90 100.0 100.0

From Table 96, it can be seen that 15 definitely agree, 20 agree but feel it is not

significant, 18 indicated probably in two years time, whilst 35 indicated a clear

‘No’ and 2 were undecided.
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manage! 3nt thereof as entrepreneurship development and 2 percent of

respondc..ts were undecided.

5.3.188 nalysis and 1terpretation of Question 6.5
From th¢ analysis of the data gathered, it is evident from the majority response

that they ‘egard aspects of government support policies for enterprises and the

manage! 2ant thereof to be an dler of entrepreneurship development.

5.3.189 Rest s of Question 7.1.1 — Do you consider that there is
sufficient equity funding available for enterprises?
k12 98: Frequency ~f Nuestion 7.1.1

Cumulative

Question 7.1.1 Frequency Percent Valid Percent Percent
Valid | Yes di 16 17.8 17.8 17.8

Yes, b :antly an 33.3 333 51.1

No, but provaoy i two

years 6 6.7 6.7 578

No 37 411 411 989

Undecided 1 1.1 1.1 100.0

Total 80 100.0 100.0

From Table 98, it can be seen that 16 definitely agree, 30 agree but feel it is not
significant, 6 indicated probably in two years time, whilst 37 1dicated a clear ‘No’

and 1 w_s were undecided.
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From Fic e 108, it can be seen that 17 percent definitely agree, 28 percent
agree but feel it is not significant, 23 percent indicated probably in two years

time, whilst 31 percent indicated a clear ‘No’ and 1 percent was undecided.

5.3.194 Analysis and interpretation of Question 7.1.3
From the analysis of the data gathered, it is evident from the majority response

that they do not consider that there are sufficient government subsidies available
for entery ses.
5.3.195 " 2su ; of Question 7.1.4 — Do you consider that there is

sufficier funding available from private individuals for enterprises?
Table 101: Frequency of Question 7.1.4

Cumulative

Question 7.1.4 Frequency Percent Valid Percent Percent
Valid |Y definitely 12 133 133 13.3
Y  but not significantly 20 222 222 356

N but probably in two
years 20 22 22 57.8
No a7 411 411 arR Q
11 1.1 100.0
100.0 100.0

From 7 apie 101, it can pe seen tnat 12 definitely agree, 20 agree but feel it is not
significant, 20 indicated probably in two years time, whilst 37 indicated a clear

‘No’ and was undecided.
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From Figure 1 I, it can be seen that 10 percent definitely agree, 30 percent

agree but feel it is not significant, 17 ercent indicated probably in two years

time, whi... 42 percent indicated a clear ‘No’ and 1 percent was undecided.

5.3.200 Analysis and interpre 1tion of Question 7.1.6

From the analysis of the data gathered, it is evident from the majority response

that they do not consider that there is sufficient funding available through initial

public of..sings for enterprises.

5.3.201 Results of Question 7.2.1 — Do you consider 1ata new
business enterprise atis makin profit will run out of money?

Table 104: Frequency of Question 7.2.1

Cumulative
Questi 21 Frequency Percent Valid Percent Percent
Valid definitely 13 14.4 14.4 14.4
, but not sianificantlv 26 289 28.9 433
but pfObawy wi vy
years 9 10.0 10.0 533
J' 42 467 467 100.0
7 al 90 100.0 100.0
From Te e 104, it can be seen that 13 definitely agree, 26 agree but feel it is not
significa. ., 9 indicated probably in two years time, whilst 42 indicated a clear

‘No'.















From Figure 115, it can be seen that 10 percent definitely agree, 24 percent
agree but feel it is not significant, 6 percent indicated probably in two years time,

whilst 60 percent indicated a clear ‘No’.

5.3.208 Analysis and interpretation of Question 7.2.4
From the analysis of the data gathered, it is evident from the majority response

that they do not consider that savings or building up money to start a business is
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particularly important because there are many ways to get money.

5.3.209 Results of Question 7.2.5 — Do you consider that borrowing
money to start a business is generally more advisable than risking

your own available capital?

Table 108: Frequency of Question 7.2.5

Cumulative

Question 7.2.5 Frequency Percent Valid Percent Percent
Valid | Yes definitely 23 256 256 256

Yes, but not significantly 28 311 311 56.7

No, but probably in two

years 2 22 22 58.9

No 37 411 411 100.0

Total 90 100.0 100.0

From Table 108, it can be seen that 23 definitely agree, 28 agree but feel it is not

significant, 2 indicated probably in two years time, whilst 37 indicated a clear

‘No’.
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From Figure 118, it can be seen that 21 percent definitely agree, 41 percent
agree but feel it is not significant, 16 percent indicated probably in two years
time, whilst 22 percent indicated a clear ‘No’.

5.3.214 Analysis and interpretation of Question 7.3.2

From the analysis of the data gathered, it is evident from the majority response
that they definitely do consider that individuals feel confident in their ability to

evaluate a potential business opportunity but feel it is not significant enough.
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From Figure 123, it can be seen that 28 percent definitely agree, 34 percent
agree but feel it is not significant, 16 percent indicated probably in two years

time, whi 12 percent indicated a clear ‘No’ and 10 percent were undecided.

5.3.224 naly is and interpretation of Question 7.4.3
From the 1nalysis of the data gathered, it is evident from the majority response

that they do consider that based on individual thoughts today, many rank further
studies against altemative options after leaving school as not important.
5.3.225 Resu ; of Question 7.5 — You regard aspects of financial

support for enterprises and the management thereof as..?
Table 116: Frequency of Question 7.5

Cumulative
Question Frequency Percent Valid Percent Percent
Valid .. enabler of
e spreneurship 48 53.3 53.3 53.3
d lopment.
N trepreneurship
| Unaecided 6 6.7 67 100.0
Total 90 100.0 100.0

From Table 116, it can be seen that 48 respondents regard aspects of financial
support for « terprises and the management thereof as an enabler of
entrepreneurship development. Thirty-six respondents regard aspects of financial
support for enterprises and the management thereof as entrepreneurship

developl 2nt and 6 respondents were undecided.















From Figure 127, it can be seen that 81 percent definitely agree, 14 percent

agree but feel it is not significant, 2 percent indicated probably in two years time,
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whilst 1 percent indicated a clear ‘No’ and 1 percent was undecided.

5.3.232 Analysis and interpretation of Question 8.1.3
From the analysis of the data gathered, it is evident from the majority response

that they definitely consider that there should be an extra injection of financial

support into the second economy.

5.3.233 Results of Question 8.1.4 — Do you consider that there should
be an extra injection of cultural and social norms into the second

economy?
Table 120: Frequency of Question 8.1.4
Cumulative
Question 8.1.4 Frequency Percent Valid Percent Percent
Valid | Yes definitely 52 57.8 57.8 57.8
Yes, but not significantly 31 344 344 922
No, but probably in two
years 4 44 44 96.7
No 2 22 22 989
Undecided 1 1.1 11 100.0
Total 90 100.0 100.0

From Table 120, it can be seen that 52 definitely agree, 31 agree but feel it is not
significant, 4 indicated probably in two years time, whilst 2 indicated a clear ‘No’

and 1 was undecided.
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From Figure 131, it can be seen that 74 percent definitely agree, 20 percent

agree but feel it is not significant, 3 percent indicated probably in two years time,

whilst 1 percent indicated a clear ‘No’ and 1 percent was undecided.

5.3.240 Analysis and interpretation of Question 8.1.7

From the analysis of the data gathered, it is evident from the majority response

that a huge proportion considers that there should be an extra injection of access

to physical infrastructure incentives into the second economy.

5.3.241 Resu 3 of Question 8.1.8 — Do you consider 1at there should
be an e rainjection of research and design initiatives into the

second economy?

Table 124: Frequency of Question 8.1.8

Cumulative

Question 8 Frequency Percent Valid Percent Percent
Valid Y  definitely 68 756 756 756

Yes, but not significantly 17 18.9 18.9 94 .4

No, but probably in two

years 2 22 22 96.7

No 1 11 11 97.8

lindecided 2 22 22 100.0

From Table 124, it can be seen that 68 definitely agree, 1/ agree but feel it is not

significant, 2 indicated probably in two years time, whilst 1 indicated a clear ‘No’

and 2 wi

2 undecided.
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From Figure 135, it can be seen that 53 percent definitely agree, 32 percent
agree but feel it is not significant, 6 percent indicated probably in two years time,

whilst 8 percent indicated a clear ‘No’ and 1 percent was undecided.

5.3.248 Analysis and interpretation of Question 8.2.2
From the analysis of the data gathered, it is evident from the majority response

that they definitely do consider that in-house migration and inter-provincial
migration pose as a hindrance to rural development.
5.3.249 Results of Question 8.2.3 — Do you consider that the presence

of poverty traps pose as hindrance to rural development?
Table 128: Frequency of Question 8.23

Cumulative

Question 8.2.3 Frequency Percent Valid Percent Percent
Valid | Yes definitely 72 800 80.0 800

Yes, but not significantly 14 156 156 956

No, but probably in two

years 1 11 1.1 96.7

No 2 22 22 98.9

Undecided 1 11 1.1 100.0

Total 90 100.0 100.0

From Table 128, it can be seen that 72 definitely agree, 14 agree but feel it is not

significant, 1 indicated probably in two years time, whilst 2 indicated a clear ‘No’

and 1 was undecided.
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5.3.252 Analysis and interpre 1tion of Question 8.2.4
From the analysis of the data gathered, it is evident from the majority response

that a large proportion does not consider that government spending in the form of
pensions, chil support grants, electricity, health care, ousing, sanitation,
education and transport pose as a hindrance to rural development.

5.3.253 Results of Question 8.3 — You regard aspects of the second

economy, rural development and e management thereof as..?
Table 130: Frequency of Question 8.3

Cumulative
Question 8.3 Frequency Percent Valid Percent ercent
Valid | ..anena rof
entrepreneurship 52 578 578 578
development.
_entrepreneurship .
development 34 37.8 378 956
Undecided 4 44 44 100.0
Total 90 100.0 100.0

From Table 130, it can be seen that 52 respondents regard aspects of the
secon econo y, rural :velopment and the management thereof as an enabler
of entrepreneurship development. Thirty-four respondents regard aspects of the
second economy, rural development and the management thereof as

entrepreneurs p develk ment and 4 respondents were undecided.
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5.4 Qua (ative Questions

5.4.1 Results of Question 9A — Please specify any factors that you
consider enc irage ¢ promote entrepreneurship developmentin the
second economy as a rural development measure?

The following responses were gathered:

= A lack of jobs promotes entrepreneurship.

» Govemment support is highly needed.

« Skills development to process raw materials into semi-finished products in
rural areas (e.g. groundnuts into groundnut butter; maize into livestock
feed).

= Tobey: rownboss. To be able to determine your own salary.

= Physical infrastructure, skills development.

= [nnovati 1. Access to bank loans (especially to blacks) so that they start
their ow businesses.

= P ple should be exposed to institutions such as NEF, Khula etc. and
underst 1d what ey stand for.

= Level ¢ education. Funding, close proximity of facilities, marketing
opportunities and training.

* |r rmation regarding possible ventures and available resources.
Confidence and courage in taking calculated risks.

» Continuous promotion of small-business start-ups with available and
e «ctive business advice on how to plan, start-up and manage

businesses.
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That the high levels of graduate unemployment make entrepreneurship a
workable solution.

The concepts of demand and supply.

Schools form the basis of entrepreneurship development but after school
we need follow up interaction. Municipalities should assist communities in

this area. Lack of mentorship programmes.

5.4.2 Results of Question 9B — Please specify any factors that you
consider constrain entrepreneurship development in the second
economy as a rural development measure?

The following responses were gathered:

A lack of funds.

Location — rural areas are very far from the cities.

Lack of infrastructure and capital.

Excessive tabour regulations drive away potential investors.

Crime rate is too frightening for long term investment.

Lack of funds and information.

Money to start the business and regulatory environment such as
administration taxes and municipal regulations hamper the developments
of small business.

Skills migration, lack of education and awareness. Limited support
services.

Lack of knowledge - do not know policies in place that promote
entrepreneurship.

Under-developed infrastructure; red tape procedures.
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= N introduction of entrepreneurship at primary schools, as part of
socialising leamers so that they do not only need to think of themselves as
be 1g employees but also as employers.

= Lack of information regarding entrepreneurship.

= C fidence of people — especially in the second economy to get up and
start a small business.

* The lack of finance and poor buying power of people in rural areas
constrain growth of local businesses.

» Lack of fertile lan for farming purposes.

= Poverty, llliteracy and no degree of product differentiation in a product line
and no vigorous competition.

= ack of industry knowledge. Identification of opportunities. Some may only
¢ 1e once. Older people are conservative and may not be trained to
identify opportun 2s. Younger people may identify opportunities but will
lack support and means to implement.

= Abuse of political power in the management of entrepreneurship
enviror ent. Poor leadership in the public sector environment.

= Favouritism in acquiring service providers from emerging entrepreneurs.

5.4.3 Results of Question 10 — If you would like to comment on any
aspect of this study, please feel free to do so below?

= Some terms aren’t user friendly like enterprise.
= This st ly must establish a tum-around strategy for promoting growth in
the ‘set nd economy’ as it is an area of high growth Htential.

= This field of study enables people to be self-employe
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= Unemployment is a global phenomenon that needs to be up-rooted.

5.5 Summary

This chapter dealt with the analysis of data gathered and its interpretation. The
analysis done on the group assisted the perceptions of the other group, namely
the informal traders and small-medium enterprises. Any public policy on
entrepreneurship development, that is newly initiated and implemented, should

be continuously monitored and formatively evaluated.

Each of the one hundred and thirty eight questions was analysed separately and
the results were presented in tabular and graphical format. This provides the
researcher the opportunity to forecast many dimensions of the problems for
further study. An analytical perspective is given in this chapter for all the

descriptive questions, as well as the data collected through the questionnaires.
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CHAPTER SIX: DISCUSSIONS, CONCLUSI( NS,
IMPLIC \TIONS Al D) RECC IMENDATIONS

6.1 Introduction

The discussions, conclusions, implications and recommendations in this research
dissertati are based on the findings from the questionnaires returned by the
responde...s. Ir :rviews, physical visits by the researcher and secondary data
about entrepreneurship development within the second economy, are also taken
as a basis for the conclusions and recommendations. As the main objective of
the rese¢ :h is to find answers to the questions which are outlined in the first
chapter of this study, serious attention was given to designing an appropriate
questionnaire v ich would yield the most appropriate answers. The focus of this

chapter is on providing brief discussions, conclusions and recommendations.

6.2 Dis| i1ssions and Conclusion

The following are the research fin ngs based on the objectives of the study:

6.2.1 Questions on the Objectives

The cur..nt second economy entrepreneurship develop 2nt challenges or
constraints were broken down as follows;
|. To exa e the attitudes that have an impact on rural entrepreneurship
development;
Il. To examine the aspects of the marginalised sectors, found mostly in the

rural areas that have an impact on rural entrepreneur: p development;



.

VI

VIL.

VIII.
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To examine the aspects of access to opportunities (considering location,
unequal education levels and the human capital base) that relate to and
have an impact on rural entrepreneurship development;

To examine aspects of the labour force activities that relate to or have an
impact on rural entrepreneurship development;

To examine the entrepreneurial regulatory reform aspects that relate to or
have an impact on rural entrepreneurship development;

To examine the aspects of government support policy for entrepreneurs
that relate to or have an impact on rural entrepreneurship development;

To examine the aspects of financial support for enterprises that relate to or
have an impact on rural entrepreneurship development;

To examine the aspects of rural development and the second economy

that relate to or have an impact on rural entrepreneurship development.

6.3 Responses to Questions on the Objectives

6.3.1 To examine the attitudes that have an impact on rural

entrepreneurship development.

Sixty-six percent of respondents (59), as per Table 7, view aspects of an

individual’'s attitude, entrepreneurship and the management thereof as an

enabler of entrepreneurship development. This is an indication that attitude is a

strong element that steers potential entrepreneurs into entrepreneurship.

However, it remains to be seen whetherit is tov. _.ds the ru areas or not.






9

unequal levels of education and low levels of intellectual capital base (skills

development) contribute to the notion that is mentioned above.

6.3.4 To examine the aspects of the labour force activities that relate
to or have an impact on rural entrepreneurship development.

Fifty-four percent (49) of the respondents regard aspects of labour force
activities, local innovation, enterprise economic contributions and the

management thereof as an enabler of entrepreneurship development as per

Table 55.

6.3.5 To examine the entrepreneurial regulatory reform aspects that
relate to or have an impact on rural entrepreneurship development.
From Table 63 it is seen that 46 per cent (41) of the respondents regard aspects

of entrepreneurial regulatory reform and the management thereof as

entrepreneurship development.

6.3.6 To examine the aspects of government support policy for
entrepreneurs that relate to or have an impact on rural
entrepreneurship development.

It is evident from Table 97 that 67 percent (60) of the respondents regard aspects

of govermment support policies for enterprises and the management thereof as

an enabler of entrepreneurship development.
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Social welfare approach: Entrepreneurs in rural areas (current or
prospective) are not in a position to pay for services and structures
provided to them. The question then arises: should local govermment or
national government be responsible for this social welfare expenditure? It
is recommended that such expenditure would imply a long-term financial
commitment, not only to develop and maintain capital structures such as
buildings and infrastructure, but also to pay for ongoing services such as
water and electricity.

Transfer of research and development. Rural entrepreneurs are not
exposed to the use of technology and the generation of new ideas in
terms of research and development. Therefore:- Expose entrepreneurs in
rural areas to new technology so that they can use it in their existing or
prospective businesses. Expose entrepreneurs to new national and
intemational trends so that they can understand and realise what
businesses can arise from these trends.

Commercial, legal and financial infrastructure: Women regard the SME
sector as complicated because of the numerous reguiations they have to
adhere to, without knowing where to go for support. Therefore: -
investigate the implementation of information systems that will allow easy
access for rural entrepreneurs. A database of accredited services

providers would contribute to providing information to entrepreneurs in

Openness of the domestic market: Entrepreneurs try to conduct business

on their own due to various factors, such as their culture of doing
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everythit  themselves. Therefore: - comprehen: 'e networking of
entrepre :urs in rural areas should be encouraged. The exposure of
en 2preneurs in rural areas to opportunities within the domestic market is
necessary.

Access to physical infrastructure: Without the necessary physical
infrastructure, running a business is impossible. Some rur: entrepreneurs
finu themselves in areas where a lack of infrastructure exists, e.g.
electricity, covered market buildings and roads. Therefore: - government
should vestigate what rural entrepreneurs need and provide this
infrastructure where possible. Investigate the provision of shared
int structure in order to lower the cost of provision. Promote the
de :opment of infrastructure so that it can assist rural entrepreneurs to
balance their family role wi  that of business.

Social « ange: the entrepreneurial promotion model (see Table 131
be w) can be used to change a portion of e population into
entrepreneurs. Placing most people in Cell 1 (top left hand quadrant) is
probably neither possible nor socially or economically desirable.
N« ertheless, most policy initiatives are aimed at creating either a positive
at ude towards entrepreneurship, or improving the possibilities for
entrepreneurnial activities. Accepting that the population is heterogeneous
with respect to attitudes ¢ 1 behaviour towards becc 1ing entrepreneurs,
th next step in using the model, is to identify applicable quadrants. In
Ti le 131, the four general quadrants are portrayed using a 2 X 2 matrix.

Policy makers should decide which of the entrepreneurial behaviour-
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en preneurial mindset does not exist because of various factors such as
tradition and a lack of exposure to entrepreneurship. Therefore: - Actively
ex| se rural entrepreneurs to other rural entrepreneurs as role models.
Informing and educating: Information should be disseminated to potential
and cun it entrepreneurs. Courses on how to construct a business plan,
small business development, marketing or legal problems in starting an
enterprise may help entrepreneurs to overcome behaviour: barriers.

Pe suasion and propaganda: A public campaign promoting the economic
an.. social benefits of becoming an entrepreneur may change people’s
attitude towards entrepreneurs in general and also their own attitude
towards becoming one.

De vsery systems: Functioning as an entrepreneur poses a variety of
pr. tical problems, e.g. administrative procedures and bureaucratic public
procedu s that must be complied with. Such problems may be minimised
by simplifying procedures or by introducing entrepreneur one-stop-shops
wl e most problems could be dealt with in a flexible manner.

Economr  incentives: Such a strategy could be two-fold: positive
incentives increasing the income of entrep Irs, e.  subsidies for high-
te en preneurs or scholarships for students w ) entrepreneurship
t¢ 1t, and secondly cost reduction strategies reducing for instance the
taxation of small « trepreneurial firms.

Mandatory regulatory reforms: This strategy involves legislation and legal

re~‘rictions on behaviour. A recommendation could be anti-trust legislation
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that prevents large enterprises from obstructing the entry of new

entrepreneurial enterprises into an industry.

6.5 Lessons Learnt

Whilst conducting this research project, the researcher experienced a lack of
support from govemment offices and a non-cooperative attitude towards the
researcher. The researcher is not basing this conclusion upon generalisation.
There is a lack of collaboration between universities, private research institutes,
government departments (agencies) and researchers. Some sort of fear or

mistrust appears to exist amongst these organisations.

6.6 Future Research

In South Africa, the availability of accurate and meaningful information is still a
problem for the entrepreneurial environment. Research is being done, but not
always in an integrated manner. Researchers are not working towards a common
goal and the research is therefore on a needs driven basis in most

circumstances.

South Africa is a developing country with high rates of unemployment and low
levels of formal and higher education. The migration of individuals from rural
areas to cities causes an increase in the impoverishment of rural communities.
Corporate restructuring and changing government policies and regulations have
enforced the restructuring of larger organizations. ..1e country, therefore, has an
urgent need for entrepreneurs in SMMEs to act as a tool to combat

unemployment and crime and to stimulate the second economy as a whole.
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Information that considers the ramifications of this unique set of obstacles in the
South African context is essential if meaningful development of this sector is to

be prom: 2d.

There are numerous programmes initiated by the South African Govemment, the

DTI, or¢ nisations such as SEDA, Khula Finance Enterprise, Business and

Franchis Partners, IDC, local universities and internal programmes by larger
corporat..s. Thus support is available to encourage entrepreneurship

development v hin the second economy in South Africa.

6.7 Rei arks

The topics addressed in this chapter focus on the role on entrepreneurship
developl 2nt in the second economy in establishing a healthy environment for
entrepre..2urial activity in rural areas. More effective, accelerated and focused
researct within the Sot 1 African context is essential for the establishment and
sustainability « entrepreneurship development within the second economy as a

rural developn nt measure within the South African macro economy.
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GENERAL INSTRUCTIONS

Please answer the questions by placing an X or by placing a circle in or around a number
in the adjacent shaded box provided for the answer you consider most appropriate or by
writing your answer in the adjacent space provided.

Unless specifically instructed otherwise, please answer ALL questions, one answer per
item.

1. What is the name of the organization which you are at?

2. Whatis the economic sector/industry that your organization is in2

| Agriculture, Forestry and Fishing (Primary Sector)

Mining, Minerals and Quarrying (Primary Sector)

Manvufacturing and Processing (Secondary Sector)

Electricity, Gas and Water (Secondary Sector)

Engineering and Construction —~ Contractors (Secondary Sector)
Wholesale, Retail Trade, Catering and Accommodation (Tertiary Sector)
Transport and Storage (Tertiary Sector)

Financlal Intermediation, Banking, Insurance, Real Estate & Business
Services (Tettiary Sector)

Tourism and Hospltality (Tertiary Sector )

Information Systems, Electronics and Telecommunications (Terliary Sector)
Media, Publishing and Printing (Tertiary Sector)

General Government Services (Local, provincial and or national)
Unemployed

Self-employed

Other (Please specify below)

3. Please specify as to how long you have worked in this sector/industry?
0 - é months
4 months - 2 years

3-5years
6-10years
11 -15years
| 16 - 20 years_ -
21 - 25 years
26 - 45 years

Unemployed

S¢
Stanaara 1u or equivaient

Post-school cerificate or diploma

National Diploma or National Higher Diploma
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Peri-Urban
Informal Seflement
Other (Please specify below) 5

SECTION 1 ASPECT OF ATTITUDES AND ENTREPRENEURSHIP
Please use the code:

1 = Yes definitely Y
2 = Yes, but not significantly )
3 = No, but probably in two years P
4 = No N

1.1 To what extent does your perception of an Iindividual's
entrepreneurial ability, perception of enterprise start-up

opportunities and social network activiies comply with the
following statements:

In the next six months will there be good opportunities for starting a business enterprise in
1.1.1 | the area where you live?

1.1.2 | Do you have the knowledge, skills and expertise required to start a new business?
1.1.3 | Do you know someone personally, who started a business in the past two years?

1.2  Youregard aspects of an individual’s attitude, entrepreneurship and
the management thereof as ..... (Please mark only one answer)

An enabler of entrepreneurship development.

entrepreneurship development.

SECTION 2 ASPECTS OF GENDER BIAS, YOUTH, AND DISABLED
PARTICIPATION
Please use the code:

1 = Yes definitely Y
2 = Yes, but not significantly )
3 = No, but probably in two years P
4 = No N
2.1  To what extent does the role of gender participation with in
entrepreneurship development activities comply with the following
statements:

| | LO YOU Consiaer sel emplioyment nigner amongst ine remaie popuianon in comparison
rmale population in tt area you live in?
wan improvements be made on the current level of entrepreneurial participation
, 2.1.3 | amongst the different gender in the economy?
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Do you consider access to quality education as a significant resource enabling
271 | entre~"~neurs to initiate a start-up enterprise?

Do you consider access to quality education as a significant resource enabling
3.2.2 | entrepreneurs to initiate a new enterprise 2

Do you consider access fo quality education as a significant resource enabling
3.2.3 | entrepreneurs to acquire an established enterprise ?

33 To what extent does the intellectual capital base (skills
development) of entrepreneurship comply with the following
statements:

Do you consider that teaching in primary and secondary education encourages
3.3.1 | creativity, self-sufficiency and personal initiative ¢

Do you consider that teaching in primary and secondary education provides adequate
3.3.2 | instruction in market economic principles?

Do you consider that teaching in primary and secondary education provides adeguate
3.3.3 | attention to entrepreneurship and new firm creation?

Do you consider that colleges and universities provide good and adequate preparation
3.3.4 | for starting up and growing new firms?

Do you consider that the level of business and management education provides good
3.3.5 | and adequate preparation for starting up and growing new firms?2

Do you consider that vocational, professional and continuing education systems provide
3.3.6 | good and adeqguate preparation for starting up and growing new firms?2

Do you consider that people believe that creating a new or high growth business
3.3.7 | enterprise is eqsy?

3.3.8 | Do you consider that many people know how to manage a small business?

Do you consider that many people have experience in starting a new business
3.3.9 | enterprise?

Do you consider that many people react quickly to good opportunities for a new
3.3.10 | business enterprise?

Do you consider that many people have the ability to organize the resources re_quired
3.3.11 | for a new business enterprise ¢

3.4 You regard aspects of location, unequal education levels, skills
development and the management thereof as .....
(Please mark only one answer)
| an enabler of entrepreneurship development.
entfrepreneurship development.

SECTION 4 ASPECTS OF LABOUR FORCE ACTIVITIES
Please use the code:

1 = Yes definitely Y
2 =Yes, but =~ ~* ~"~ificantly S
3 Pty y P
4 = No N

4.1 To what extent do market issues, employment, unemployment and
self employment activities comply with the following statements:
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Please use the code:

1 = Yes definitely Y
2 *;, but not significantly )
3 = No, but probably in two years P
4 = No N
5.1  To what extent does the regulation of entrepreneurial activities

comply with the following statements:

Do you consider that excessive red tape can undermine competitiveness in terms of

5.1.1 | active assistance to small enterprises, particularly in meeting administrative compliance?
Do you consider that excessive red tape can undermine competitiveness in terms of the
5.1.2 | exemption or modification of requirements, particularly in making them less onerous?
Do you consider that excessive red tape can undermine competitiveness in terms of the
establishment of mechanisms to ensure that regulatory design takes better account for
5.1.3 | needs and concerns of enterprises in creating new compliance burdens?
52 To what extent does the speed and ease of the regulatory
environment comply with the following statements:
Do you consider that new firms can get most of the required permits and licenses in
5.2.1 | about a week from submission?
5.2.2 | Do you consider that the numbers of taxes are not a burden for new and growing firms?
Do you consider that taxes and other government regulations are applied to new and
5.2.3 | growing firms in a predictable and consistent way?
Do you consider that government policies aimed at supporting new and growing firms
5.2.4 | are effective?
5.3 You regard aspects of entrepreneurial regulatory reform and the
management thereof as ..... (Please mark only one answer)
an enabler of entrepreneurship development. .
entrepreneurship development. ‘
SECTION 6 ASPECTS OF GOVERNMENT SUPPORT POLICY FOR
ENTREPRENEURS
Please use the code:
1 = Yes definitely Y
2 = Yes, buf nof significantly )
3 = No, but probably in two years P
4 = No N
6.1 7 wr "=x 7 » nment support  ic vy with
ow _ stc
Do you onsider that ¢ rernment policies (i.e. public sector procurement policy)
6.1.1 | consistently favour new firms?
Do you consider that support of new and growing firms is a high priority for policy at
6.1.2 | national government level?
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Do you consider that there is awareness and utility of SEDA (Small Enterprise

6.4.6 | Development Agency)?
6.4.7 | Do you consider that there is awareness and utility of Khula Finance Intermediaries?
6.4.8 | Do you consider that there is awareness and utility of Brain Trust?
6.4.9 | Do you consider that there is awareness and utility of the imsobrra Youth Fund?
Do you consider that there is awareness and utility of nver (Nationar eEmpowerment
6.4.10 | Fund}®?
Do you consider that there is awareness and utility of the APEX fund {South African Micro
6.4.11 | Finance Apex Fund)?e
6.5 You regard aspects of government support policies for enterprises
and the management thereof as ..... (Please mark only one answer)
an enabler of entrepreneurship development.
enfrepreneurship development.
SECTION 7 ASPECTS OF FINANCIAL SUPPORT FOR ENTERPRISES
Please use the code:
1 = Yes definitely Y
2 = Yes, but not significantly S
3 = No, but probably in two years P
4 = No N
7.1 To what extent does the availability of financial support comply with
the following statements:
7.1.1 | Do you consider that there is sufficient equity funding avdailable for enterprises?
7.1.2 | Do you consider that there is sufficient debt funding available for enterprises?

7.1.3

Do you consider that there are sufficient government subsidies available for enterprises?

7.1.4

Do you consider that there is sufficient funding available from private individuails for
enterprises?

7.1.5

Do you consider that there is sufficient venture capital funding available for enterprises?

Do you consider that there is sufficient funding available through initial public offerings
for enterprises?

7.2 To what extent does the level of understanding of basic financial
concepts and principles comply with the following statements:

7.2.1

Do you consider that a new business enterprise that is making profit will run out of
money?

7.2.2

Do you consider that there is no difference between sales and profit?

7.2.3

Do you consider that getting into debt can be very dangerous?

Do vou consider that savinas or buiildina 110 maonev to start a huicinass ic nat nartie ey

7.3 To what extent does confildence In the abllity to start a business
comply with the following statements:
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, interventnon into the second economy? -

8.2 To what extent do rural development activities comply with the
following statements:

Do you consider that the mortality rate of HIV/AIDS poses as hindrance to rural

8.2.1 | development?

Do you consider that in-house migration and inter-provincial migration pose as

8.2.2 | hindrance to rural development?

Do you consider that the presence of poverty traps pose as hindrance to rural

8.2.3 | development?

Do you consider that government spending in the form of pensions, child support grant,
electricity, health care, housing, sanitation, education and transport pose as hindrance
8.2.4 | to rural development?

8.3 You regard aspects of the second economy, rural development
and the management thereof as ..... (Please mark only one answer)
an enabler of entrepreneurship development. '
enfrepreneurship development.

9. Please specify any factors that you consider encourage or constrain
enfrepreneurship development in the second economy as a rural
development measure?

10. If you would like to comment on any aspect of this study, please feel
free to do so below:



