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ABSTRACT

Studies conducted in some parts of the world have highlighted the fact that Asian-owned small,
medium and micro enterprises (SMMESs) always thrive better than those that other racial groups
own. For example, a Global Entrepreneurship Monitor study revealed that in South Africa, Blacks
owned few businesses and rarely took advantage of the entrepreneurial opportunities available
to them even though there are policies that underpin the promotion of SMME. The aim of this
study was to compare the determinants of performance of Asian and Black-owned small
supermarkets in Thulamela Local Municipality. Specific objectives of the study were to: (1) assess
the indicators of performance of small supermarkets; (2) compare the performance factors of
Asian- and Black-owned small supermarkets; and (3) suggest intervention strategies to improve

the performance of the small supermarkets.

A cross-sectional study underpinned by a mixed methods approach and techniques was applied
in two sequentially integrated phases. The first phase was qualitative in nature and participants
were officials from the Local Economic Development units in Thulamela Local and Vhembe
District Municipalities, representatives of Associations of Business Owners, Blacks (Venda and
Shangaan speaking) small supermarket owners and Asian (Indians/Pakistanis and Chinese)
small supermarket owners. Snowball sampling was used to select interviewees. Data was
analysed using the Atlas- ti.7.0.81 software. The second phase was quantitative in nature. Small
supermarket owners who were involved during qualitative phase also participated in phase two.
Data was analysed using the Statistical Package for Social Sciences (SPSS) ver 24.0 for
windows. Mann-Whitney tests were conducted to establish if there were differences in the

perceptions of participants due to race, gender and geographic location.

The indicators of success commonly mentioned were number of employees, profit, survival of the
business over a long period, and stock or inventory and growths. Asian-owned small
supermarkets were performing better because they used more effective and efficient purchasing
plus supply systems. Their collectivist culture and networking abilities made them realise higher
levels of efficiency when purchasing goods compared to the Black entrepreneurs. Black-owned
small supermarkets were performing poorly because of their weak entrepreneurship culture,
human capital and business ties. Unfair competition from spaza shops negatively affected their
performance. Other factors hindering the performance of the latter were crime and rigid labour
laws. In small supermarkets owned by Asians, shoplifting and burglaries were monitored using

surveillance cameras during the day. Security companies were deployed during night hours.
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Regarding perception of motivation to start a business, there were significant differences due to
race of small supermarket owners and location or area of operation (P < 0.05). Significant
differences in perception (P < 0.05) among the races and due to gender and location were
attributed to the culture of business owners. Effects of social capital on performance of small

supermarkets were reported (P < 0.01).

Based on the findings of this study, small supermarket owners should strengthen their human
capital through participating in training programmes, especially on supply chain management,
marketing and financing. The need for creating networks that help to access information needed
to take advantage of the support from the state institutions and the non-governmental sector was
evident. Thus, it was concluded that improved performance of small supermarkets could be
realised through strengthening human capital, joint purchasing, establishing effective networks

and diversifying business activities.

Key words: Business performance, small supermarkets, human capital, social capital,
intervention strategy
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CHAPTER 1 INTRODUCTION

1.1 Background

Although previous Global Entrepreneurship Monitor (GEM) studies, conducted in South Africa
over the period 2010 — 2013, have shown that Blacks owned few businesses during that period
and that they rarely took advantage of the entrepreneurial opportunities available to them
(Herrington and Kew, 2010; Herrington and Kew, 2013), a recent study has shown a change in
this situation (Herrington et al., 2014). The latter study revealed that the number of Black South
Africans involved in early stage entrepreneurial activity was increasing, citing increased
opportunity rather than necessity as the reason for the observed increase. However, in spite of
this positive trend, the rate of entrepreneurial activity in South Africa should be regarded as being
too low for a developing nation. In order to address this, and contribute to the economic growth
of the country, there exists the possibility that active participation in running businesses could
help address the unacceptably high unemployment rate in the country, estimated at 30 %
(Statistics South Africa: Stats SA, 2012). Thus establishment of viable small, micro and medium
enterprises (SMMEs) might help reduce the unemployment rate and contribute to economic
growth in the country.

Several studies done in the last twenty years in various countries, such as Herrington and Kew’s
(2010) GEM study show that historically a strong relationship between population groups and
entrepreneurial activity exists. In the late 1990s, Basu (1998) in a study conducted on
entrepreneurial activity among Asian small business in Britain, revealed that at that time, even
though Asians migrated from Asia to Britain only after the Second World War, by the 1980s they
operated about two-thirds of the country’s independent retail outlets. A similar study done 10
years later by Robb and Fairlie (2009) revealed that self-employment rates among Asians had
remained consistently high since the 1980s. The fact that Asians often start businesses in other
continents which are unfamiliar to them, and yet succeed, highlights what appear to be traits of
aggressive risk-taking temperament and perseverance (Hag, 2015). Whatever the reasons for

this, cultural or historical, studies such as these suggest that Asians are shrewd entrepreneurs.
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A similarly rapid expansion in the number of Asian businesses has been shown to be evident in
the USA from the 1990s on. From 1997-2002 the number of Asian-owned businesses increased
by 24 %, which was roughly twice the national average (Fairlie et al., 2009). According to this
study, Indian entrepreneurs realised a net business income of $84 080, which was significantly
higher than the national average of $52 085 in the USA at the time. Compared to White-owned
businesses, enterprises that Asians ran were about 17 % less likely to close, 21 % could generate
a profit amounting to at least $10 000 per year and 27 % were found to be more likely to hire
employees (Robb and Fairlie, 2009) compared to other minority groups in the USA. These
histories of Asian entrepreneurship, and the accompanying statistics, suggest an opportunity for
strengthening the performance of SMMEs such as small supermarkets, particularly in rural areas,
through learning from the experiences of Asian-owned businesses elsewhere and in South Africa.

Using the results of their studies conducted in the United Kingdom (UK) and in Canada, Fairlie et
al. (2009) observed higher proportions of Indian businesses with employee numbers above the
national average. By virtue of being immigrants, Asians have had to overcome difficult social and
economic circumstances often found in the societies where they have attempted to set up
businesses (Timmons and Spinelli, 2004). The fact that these studies demonstrate that, during
this period, Asians’ businesses consistently outperformed those of other nationals, in turn
demonstrates, or affirms the traits of strong commitment, determination, adaptability and
motivation to excel first mentioned by Basu, (1999). These are the traits which are generally

considered to be major attributes of exemplary, cutting edge entrepreneurs.

The same pattern of success shown by studies done on Asian business operators in developed
economies has been shown to exist in Africa. Carmody and Hampwaye (2010) argued that the
reason Asian business persons were succeeding was that they took advantage of the opportunity
to sell cheap products and services to local communities. However, these scholars did not
indicate whether the products were cheap in terms of quality or price. In Botswana, consumers
complained because shops belonging to Chinese were selling low quality consumer goods (Zi,
2015). A major downside to the penetration by Asian businesses into African communities seems
to be the collapse of businesses run by locals. However, there continues to exist inadequate
research on Asian-owned businesses in most parts of Africa, including South Africa. Apart from
cultural differences in entrepreneurial skills, there are other demographic factors worth
considering when exploring and promoting business development, in particular in terms of job

creation.
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Creation and survival of small businesses, such as small supermarkets, are key elements of a
strategy for job creation and poverty eradication (Nieuwenhuizen and Nieman, 2009). Throughout
the world, various governments are increasingly realizing that establishment of small and micro
businesses, and job creation are closely linked employment strategies. This is strongly linked to
the Sustainable Development Goals (SDGs), in particular “no poverty”. Since the attainment of
democracy in South Africa in 1994, ANC governments have consistently expressed their
commitment to achieving this goal. For example, in his 2013 State of the Nation Address,
President Jacob Zuma singled out job creation and rural development as top priorities for his
government. Given such consistent policy pronouncements, it is not surprising that Vhembe
District Municipality’s integrated development plan (IDP) of 2012-2017, amongst others, identifies
growth of the economy, job creation, poverty eradication, and improvement of the rural economy,
as its top priorities. Nieman (2009) is of the view that central to the latter agenda is the
establishment, growth, and development of SMMEs such as small supermarkets. (Lamb et al.,
2008) regards supermarkets as businesses that sell mostly fast moving consumer goods
(FMCGs). They are operated on a self-service low price and low margin basis. For the purpose
of this study, small supermarkets refer to individually owned FMCG retailers with less than 20 full-
time employees. Small supermarkets were selected because historically such businesses have

been operated by Blacks for decades.

The SMME implementation strategy of the South African government’s Department of Rural
Development and Land Reform (DRDLR) places special emphasis on the establishment of
businesses, cooperatives, cultural initiatives, and agro-industries in rural areas. In an effort to
cement this, in 2009 the Comprehensive Rural Development Programme (CRDP) was designed
as an integrated intervention seeking to improve infrastructure, training, advisory services and
marketing, upgrading agricultural colleges, and creating job opportunities (DRDLR, 2009). The
CRDP is designed primarily to meet people’s basic needs. Its second mandate focuses mainly on
the development of entrepreneurs and large infrastructure. The DRDLR believed that this
intervention would culminate in the emergence of vibrant and sustainable SMMEs and village
markets. However, the ability of the country to achieve these stated goals in the near future
remains unclear because the programme is still in its infancy stage of implementation. Of
particular concern to the DRDLR is the lack of scientific research on how best SMMEs, such as
small supermarkets, can be revamped and help to reduce the high rates of unemployment in rural

areas.
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Apart from the strategy explained above, the Small Business Act 106 of 1996 was introduced to
create an enabling environment for the development of SMMESs. It was envisaged that through
this legislation the economic and social welfare of South African citizens would be promoted.
Thus, scientific research that seeks to close the gap between the realities of small businesses
failure, and what they ought to be doing to counter the slide towards collapse, is required. Taking
into account this view on the necessity for scientific research, together with the above exposition,
the current study was designed to explore and develop an understanding of the business
practices that would have the potential to result in successful establishment, growth, and

development of small supermarkets.

A study by Radipere and Dhliwayo (2014) done in South Africa revealed that gender affected
business performance, although not whether men or women ran businesses that performed
better. However, Milanov et al. (2015) pointed out that in the context of entrepreneurship, the
lower regard in which women were held compared to men was likely to limit their performance.
Koellinger et al. (2013) study in 17 countries, also explored this issue, revealing that the lower
rate of female business ownership was primarily due to women'’s lower propensity, but not innate
deficiency, to start businesses rather than to differences in survival rates across genders. Kim
and Sherraden (2014) found that fewer business ties that women had, or had access to, together
with their lower resource levels, negatively affected the performance of their businesses. These
observations and arguments emerging from these studies suggest some gender-based variation

in business activities.

According to Erasmus et al. (2013), the choice of geographical location for premises is important
for the success and growth of all kinds of businesses. Badenhorst-Weiss and Cilliers (2014) also
cited geographic location as an important factor influencing business growth. An earlier scientific
investigation done by Kotler and Armstrong (2008) found that it was important for retailers to
select locations that were accessible to the target market. Roslin and Rosnan’s (2012) study also
highlighted the link between the success of retail business and its location. Thus, these studies
suggest the importance of considering geographical location when establishing businesses,

including small supermarkets.

The main focus of this study is a comparison of Black-run small supermarkets with those of Asians

in terms of success and growth. The study is also underpinned by, and aims to explore, those

4
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assumptions that gender and geographical locations, in addition to race/culture, affect small

supermarkets performance.

1.2 Statement of the Research Problem

Available literature indicates that there is no consensus amongst scholars and business owners
on what ‘business performance’ actually means, although considerable emphasis is placed on
the contribution that the small business sector can make towards relieving the high level of
unemployment (lonita, 2013). Cant and Wiid (2013) contend that the challenge facing SMMEs is
that many small businesses in South Africa, including small supermarkets, do not make it past
the second year of trading. These authors estimate the failure rate to be 63 %. Small businesses
face a myriad of exogenous and endogenous factors that hamper day to day business operations
as well as long-term survival, growth, and success. Herrington et al. (2014) pointed out that the
high rate of discontinuance among South African businesses was greater than that of the
established business rate. Positive reasons for discontinuance of businesses were said to include
opportunity to sell, pursuing of another alternatives, and planned retirement. In contrast, the
negative reasons included lack of profitability of business, or difficulty of accessing finance
needed for sustaining a business. The Herrington et al. (2013) study revealed that about 62 % of

businesses in South Africa closed due to lack of finance.

According to Herrington et al. (2014), individuals who reside in urban areas are more likely to
engage in entrepreneurial activity. A study by Bird and Sapp (2004) revealed that men-owned
businesses are more successful than women-owned businesses in both urban and rural settings,
but that men-owned businesses are even more successful than women-owned businesses in

urban than rural communities.

Segregatory legislation enacted during the Apartheid era allowed Blacks to own small
supermarkets only in townships and rural areas (Kingdom and Knight, 2004). Legislation
introduced during the democratic dispensation resulted in increased business ownership by the
black population in various geographical areas and sectors of the economy. For example, the
number of Black-owned companies listed on the Johannesburg Stock Exchange increased from
zero in 1994 to 60 by the year 2000 (Iheduru, 2002). This was in addition to hundreds of unlisted
SMMEs that Black people established. The significant increase could be traced to various pieces

of legislation, including the Broad Based Black Economic Empowerment (BBBEE) Act No. 53 of
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2003. The BBBEE was introduced in order to offer redress to previously economically or
financially challenged individuals who included black people, women, and people with disabilities.
This was done through helping them increase their shareholding in businesses and giving them
preferential procurement. Despite all these achievements the decline and demise of SMMESs that
Black South Africans own, in particular small supermarkets, is worrying, especially when viewed

in the light of the observation that those run by Asians in the same areas are flourishing.

1.3 Significance of the study

The South African government has through the Department of Trade and Industry (DTI)
introduced an integrated small enterprise strategy. The latter strategy seeks to promote the
establishment, growth and development of SMMEs. Central to the implementation of the strategy
is the need to address race, gender, and geographical location issues (DTI, 2005). It emphasizes
addressing the needs of micro-enterprises, black-owned small businesses, and high growth
sector SMMEs. Improved flow and management of research-generated information and
knowledge is a key ideal of this strategy.

Apart from the strategy explained above, the Small Business Act 106 of 1996 was introduced to
provide a conducive environment for the development of SMMEs. It was envisaged that through
this act the economic and social welfare of South African citizens would be promoted. However,
it seems the policy framework that provides an environment that is conducive for SMME
development does not sufficiently determine business success. Also, there is need to identify
other determinants of success of businesses. This takes into account the fact that no single
success factor works in isolation. It has been highlighted in preceding sections of this chapter that
success results from a combination of complementary success factors. In addition to helping
identify the factors of business success, the study will compel entrepreneurs to analyse their
performance, thereby assisting in identifying the gaps among available resources, capabilities

and founding objectives as recommended by Jooste et al. (2012).

1.4 Aims and Research Objectives

The aim of this study was to explore and compare the determinants of performance of Asian and
black-owned small supermarkets in Thulamela Local Municipality in order to develop intervention

strategies for improved performance of black-owned SMMEs. In this regard, the specific
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objectives for the study are listed below. For each objective, the research questions that underpin

the study are also given:

1) To assess the indicators of performance of small supermarkets.
a) What are the indicators of performance of small supermarkets?
b) What are the current levels of performance of small supermarkets in Thulamela Local
Municipality?

2) To compare the determinant factors of performance of Asian- and Black-owned small
supermarkets in Thulamela Local Municipality.
a) What are the similarities and differences between the performance factors of Asian-
and Black -owned small supermarkets?
b) Towhat extent do gender and geographic location determine the performance of Asian
and Black -owned businesses?

3) To develop intervention strategies for improved performance.
a) What strategies do small supermarket owners use to improve performance of their
businesses?
b) What type of support do small supermarket owners receive from government?
c) What type of support do small supermarket owners receive from the non-governmental

sectors?

1.5 Hypotheses

The study hypotheses are:
a) There are no differences in motivation due to race, culture, human capital, and social
capital as performance factors affecting small supermarkets;
b) There are no differences due to gender in perceived motivation, culture, human capital,
and social capital as performance factors of small supermarkets; and
c) There are no differences due to geographical location in motivation, culture, human

capital, and social capital as performance factors of small supermarkets.
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1.6 Limitations of the Study

Thulamela Local Municipality does not have a database of small supermarkets and the one
received from the district municipality is not extensive. It does not separate businesses according
to local municipalities or types. Most businesses that were included in the list no longer exist.
Small supermarkets that were owned by black people were very few. These limitations were
addressed by using snowball sampling and including small supermarket owners who had already

closed their businesses.

The study only focused on small supermarket in Thulamela Local Municipality. Thus care should

be taken in generalizing the findings to all rural areas in South Africa.

The study may only reflect information that small supermarket owners or managers were willing
to reveal. This was assumed to be particularly true in the case of Asians since they may not, for

various reasons, want to reveal all the information that determines their success.

1.7 Operational Definitions of Key Terms and Concepts

In this study, Asians refers to those South Africans who assumed the status of Asian South
Africans after migrating from China, India, and Pakistan to settle in the country. They are thus
categorized as Asian South Africans. Also classified as Asians are recent immigrants from the

three countries above who might not be permanent residents in South Africa.

The study was conducted in Thulamela Local Municipality in Vhembe District Municipality, which
is home to Blacks (local and from other African countries), such as Vendas, Shangaans, Sothos,
Zulus, Xhosas, Zimbabweans, Mozambicans, Ghanaians, Nigerians, and Somalis. In this study,

the descriptor Blacks refers specifically to the Vendas and Shangaans, or the Tsonga people.

Another key concept in this study is determinants, which refers to antecedents or factors that
make it possible for a business to compete effectively with other businesses. Absence of these

factors has the potential to cause the business to collapse.
Retail businesses are enterprises that generate money through selling products and services to

final consumers. According to Stats SA (2012), a business may be classified as retail if 50 % of

its sales are derived from the general public for private or household consumption. Small
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enterprises, such as general dealer shops, and large establishments, for example, the Shoprite,
Spar or Pick ‘n Pay chain of supermarkets, are referred to as retailers. Retail businesses may be

formal or informal.

Formal retail businesses are located in purpose-built shops and are part of the registered
infrastructure of South Africa. Among these are general dealers, supermarkets, hypermarkets and
convenience, specialty, chain, departmental and discount stores. Informal retailers are mostly
concerned with subsistence-level operations and are usually not located in a dedicated or
designated store (Cant et al., 2006). Examples of these are spaza shops, shebeens, hawkers
and food vendors. This study was designed to focus specifically on formal small supermarkets.

The heterogeneous nature of SMMEs as explained above makes it difficult to formulate a
universally accepted definition for them. Another feature which makes it difficult to define SMMEs
is that countries are at different stages of economic development. This implies that what might be
regarded as a small business in a third world country could be categorised as a micro-business

in a developed state.

Worldwide, the most popular consideration when defining SMMEs is the use of qualitative and
guantitative guidelines. In qualitative terms, the most common economic guideline is the fact that
SMMEs are independently and/or privately-owned and managed. When the quantitative aspects
are considered, a SMME is a business that achieves a turnover of less than R5 million per year
(depending on the type of business). Moreover, an SMME should employ fewer than 100 workers,
own assets not worth more than R1 million (excluding land and buildings) and have up to five

business units or branches.

A Spaza shop is a business operated in a section of an occupied residential home or in any other
structure on a stand in a formal or informal township which is zoned for residential purposes and

where people permanently live (Ligthelm, 2003).

1.8 Outline of Thesis

This thesis consists of seven chapters. Chapter 1 introduced the reader to the background to the
statement of the research problem, the research aims and objectives, the research hypothesis,

the limitations of the study, and operational definitions of key terms and concepts. Key concepts
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underpinning the study are also explained. Chapter 2 is devoted to a review of literature, starting
with the conceptualization of supermarkets. Thereafter, indicators of performance of small
supermarkets are described. An overview of the global perspective of the determinants of
performance of the businesses is provided and the conceptual framework of the study presented.
Organisations that support small businesses are also described. Chapter 3 focuses on the
research approach used to find answers to the questions underpinning the study by means of a
systematic, scientific investigation using a population, a sampling design, measuring instruments,
data collection processes, and data analysis. Ethics and limitations of the study are also
discussed. Chapter 4 addresses the first objective: ‘to assess the indicators of performance of
small supermarkets. Chapter 5 deals with the second objective: ‘to compare the determinant
factors of performance of Asian- and Black-owned small supermarkets in the Thulamela Local
Municipality. In chapter 6, the objective ‘to develop intervention strategies for improved
performance, is addressed. The final chapter, 7, presents the general discussion of the research
in terms of the data analysis, a conclusion, and recommendations. The list of appendices that
includes the work plan, budget, data collection and ethical clearance tools is included at the end

of the thesis, immediately after a Harvard System-guided reference section.
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CHAPTER 2 REVIEW OF LITERATURE

2.1 Introduction

This chapter presents a review of literature related to the area of research of the current study.
The review includes studies and articles on SMMEs, mostly in countries outside of SA, including
literature which provides conceptualizations of supermarkets and a description of the indicators
of performance of small supermarkets. An overview of the global perspective of the determinants
of performance of the businesses is provided, and the conceptual and theoretical framework of
the study presented. The review also uncovers a gap in the literature on SMEs in South Africa,
particularly those owned by the black sector of the population, together with points of comparison
between Black-owned and Asian-owned businesses which can throw light on the factors

influencing performance and assist in providing recommendations for interventions.

Yaghoob and Shamsodin (2011) show how both large and small industries play vital roles in
enhancing economic growth and employment. According to Reilly (2009), small supermarkets
are part of every community and form part of the collaborative fabric that weaves people together.
Berman and Evans (2001) described the ways in which SMMESs provide employment, growth in
Gross Domestic Product (GDP), and in commaodity sales, and show how, in spite of their size,
their failure can be chaotic and catastrophic for their owners. These studies point to the
importance in terms of the sustainability of SMMESs of selecting reliable measures of success that
can be used to gauge such businesses’ performance, given that banks, business owners,
managers, and researchers all need these to ensure the sustainability of the business. This
explains the reasons for the focus of the current study, an examination of the determinants of
performance of Asian- and Black-owned small supermarkets. In addition to this, there is need to
determine the similarities and differences in small supermarkets that Asians and Blacks own,
including outlining the nature and adequacy of the support that these businesses receive. All of
this information has the potential to provide the ingredients for developing an intervention strategy
that would assist small supermarket owners, managers, and economic development planners to

improve and sustain business performance.

11
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2.2 Conceptualisation of Supermarkets

According to Lamb et al. (2008), supermarkets are businesses that sell a wide range of food
products as well as a limited number of non-food items. They are operated on a self-service low
price and low margin basis. They sell mostly fast moving consumer goods (FMCGSs). Different

variations of supermarkets are described in the following sections:

A conventional supermarket is a departmentalized store with a wide range of food and related
products, and limited sales of general merchandise. Large scale operations allow a retailer to
combine volume sales, self-service, and low prices. Self-service allows supermarkets to cut costs
as well as increase sales volume. In this situation, personnel costs are reduced and impulse
buying increases. Conventional supermarkets have generally relied on high inventory turnover
(Berman and Evans, 2001).

Food-based superstores are more diversified than conventional supermarkets. They seek to stem
sales decline by expanding store size and the number of non-food items carried. Some
supermarkets merge with drugstores or general merchandise store, but more tend to grow into
food-based superstores. These offer people a high degree of one-stop shopping and feature high-
profit general merchandise (Berman and Evans, 2001). Their continued existence is important to

the consumers.

A combination store unites a conventional supermarket and general merchandise store in one
facility, with general merchandise typically accounting for 25 to 40% of total sales. Combination
stores are very large which leads to operating efficiencies and cost savings, for example, Wal-
Mart in the USA (Berman and Evans, 2001). Large supermarkets are usually blamed for driving
out small ones, and this explains why, due to frustrations at their inability to compete with large
retailers, small shop owners, hawkers, and protest groups in India have used resistance against
the establishment of large supermarkets (Wheeler, 2009; Franz, 2010). Because of their large

scale, large supermarkets have competitive advantages over smaller ones.

Box (Limited-Line) stores are food-based discounters that focus on a small selection of items,
moderate hours of operation, few services, and limited manufacture brands. They usually have
few or no refrigerated perishables, and few sizes and brands per item. Price markings are on the

shelf or on overhead signs. Customer cheques are usually not accepted. Box stores depend on

12
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low-priced private labels brands. The focus of this study is on box and limited-line stores which
are referred to as ‘small supermarket’ or ‘independent supermarket’. Small supermarkets are not
able to manipulate their markets and do not have the volume to compete with large ventures on
the basis of prices. As a result, their best options are to seek market niches (Franz, 2010). For
their survival and sustainability small supermarkets need to develop strategies to compete

successfully with large stores.

2.3 Indicators of Performance of Small Supermarkets

There appears to be no consensus amongst scholars, financial institutions, business practitioners
and business owners with respect to the meaning of ‘business performance’. A study by
Weinzimmer and Manmadhan (2009) in the USA revealed a significant difference between what
researchers and business owners regard as successful businesses. The study identified nine
success dimensions: accounting, including profit and cash flow; growth; survival; customer focus;
employee needs; quality; ethical commitment; community involvement, and quality of life.

Financial institutions and business practitioners also have interest in the definition of performance.

Business owners use criteria such as societal impact of their business and their own personal
satisfaction from owning and running their business. This subjective criterion cannot be dismissed
as business owners who fail to fulfill their personal goals are more likely to close their business
even when these are profitable (Gorgievski et al., 2011). Based on a study conducted in China,
Yaghoob and Shamsodin (2011) see other performance criteria used by business owners in terms
of profit, growth, innovation, firm survival/continuity, and contributing back to society. Banks and
venture capitalists use financial measures such as profit, cash flow, and return on investment as
measures of performance. For a general balanced and comprehensive assessment of the
success of a business, both financial and non-financial criteria should be used to measure

performance.

The main problem when conducting research on small businesses is the fact that they are
privately held. They are therefore not legally required to publish their financial statements
reflecting as profit, cash flow, and return on investment (Lee and Tsang, 2001). Entrepreneurs
appear to be wary of revealing this kind of information about their businesses; as a consequence

they declare inferior profits rather than the real higher figure (Unger et al., 2010). Financial
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measures, as revealed by businesses are therefore not reliable indicators of performance of
SMMEs.

Business practitioners use business performance frameworks, or business models such as
balanced-score card system and prism models, to measure performance. A performance
management framework describes the interrelationships of various performance indicators with
their corresponding stakeholders. These frameworks take into account not only the shareholders
of the business, but also other stakeholders such as employees and customers (Pantazi and
Georgopoulos, 2006). The business performance for each stakeholder group is analysed in order
to assess the effectiveness of the business. Such models are based on a specific concept to build
a framework that can focus on specific purposes (Ferreira et al., 2012). Stakeholders of a
business have different definitions of performance.

Many researchers measure business performance in financial as well as non-financial indicators
(Ahmed et al., 2011; Saleem, 2012; Lee et al., 2015). Financial measures are profitability, sales
turnover, as well as return on investment (ROI). Non- financial measures are seen as the
attainment of personal objectives, such as work-life balance; customer satisfaction and retention;
employee satisfaction; the firm’s reputation, and good work place relations. In addition to the
above measures, Egbert (2009) suggests the foundation of a second or third enterprise by the
owner: size and the age of the enterprise. Mikusova and Janeckova (2010) divided performance
indicators into those that relate to material factors, and those relating to non-material factors.
Material factors are often recorded in bookkeeping, such as, inventory levels, claims accounting
level, and the number of employees. Those indicators that may relate to intangible indicators

would be such factors as the level of skills and knowledge, creativity, and innovation.

According to Ledwith and O’Dwyer (2009) and Mikusova and Janeckova (2010), customer
satisfaction and retention are commonly used to gauge the performance of new products.
However, Mikusova and Janeckova (2010) regard these as incomplete indicators of performance.
Their reasoning is that, if customers are satisfied with the product they will make repeat purchases
and also recommend the product to other people/potential customers. This may lead to increase
in sales, which may, in turn, lead to improved financial performance. The problem with this type
of analysis is that customer satisfaction and growth in customer numbers may be achieved at the
expense of financial performance (Ledwidth and O’Dwyers, 2009). This possibility makes it

inappropriate for profit and growth to be used together (Calvo and Garcia, 2010). Quality, although
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being a vague, subjective, and incomplete indicator of success, may also be a potential source of

sustainable competitive advantage since it may lead to increase in sales even if the price is high.

Growth of a business is also a good indicator of performance as growing businesses are
employers of large numbers of people. Groenewegen and de Lange (2012) measure growth in
terms of the increase in the number of outlets and the number of people employed by the
business. While increase in sales and profit are also used to measure growth, an increase in
sales does not necessarily lead to an increase in the level of employment as entrepreneurs may
replace employees with machinery. An increase in assets, such as machinery, is reflected in the
balance sheet which may or may not be revealed to the researcher. It is also necessary to
understand that not all businesses aim for growth (Ahmad et al.,, 2011). For some small
supermarkets performance is linked to survival and sustainability. Thus both survival and growth,
together, are indicators of performance.

There exist a range of uncertainties and different understandings on the part of researchers and
analysts of performance indicators, and the different relationships existing between these
indicators, depending on the various factors such as where the research is conducted and by
whom. Thus, in order to gain a more comprehensive and overall understanding of this topic
requires further investigation to generate more specific, comprehensive and consolidated
knowledge. This involves examining criteria for business success in various countries including

both developed and developing countries.

2.4 A Global Perspective of the Determinants of Success of Businesses

This section looks at examples of the determinants of business performance in the United
Kingdom, United States, Canada, Spain, Pakistan, Kenya, Botswana, Ghana and South Africa.
They are thus described below:

The Basu (1998) study mentioned in Chapter 1 which was conducted in Britain in the late 1990s
to determine the causes of Asians’ high performance in businesses, found that most of the Asians
had been in paid employment before going into business. Their motivation for going into business
was a desire to better themselves financially and to be independent; both of these are regarded
as pull factors. Push factors played no role in their decision to become self-employed. The choice

of the type of business they entered was influenced by the availability of start-up capital and the
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presence of family or community members in the same line of business. Their high level of
performance was attributable to their personal capital investments and detailed information they
were able to access, as well as to their education levels and qualifications (Basu, 1998). However,
based on their findings from a study conducted in the UK 14 years later, Jones et al. (2012)
believe that such business owners were pushed into self-employment because, even with higher
educational qualifications, Indians in Britain were obliged to subsist as non-skilled manual
workers. As a result they saw business start-ups as the only way out of permanent menial jobs.
According to Fairlie et al. (2012), Indian entrepreneurs were more successful in the United
Kingdom as measured by percent with more employees. The authors of this study were in
agreement with the findings of that done by Jones et al. (2012) that higher education contributed
very little to the success rates, seeing the factors that contributed to their performance as being
their higher marriage rate and their lower concentration of numbers in agriculture and
construction. Thus from these two studies one can conclude that formal higher education is not
likely to be the only determinant of business performance amongst this group in the UK.

Fairlie et al. (2012) also examined Indian entrepreneurs in the United States and Canada to
determine the levels of and reasons for their performance. They found that in the United States
businesses owned by Indian entrepreneurs were on average more successful in terms of their
earnings when compared with all other businesses, including those owned by entrepreneurs from
wealthy countries. Indian firms were also substantially less likely to close compared to all other
firms. Unlike the findings of studies conducted in the UK, the USA and Canadian studies indicated
that the most important factor influencing the performance of Indian entrepreneurs was their
higher levels of education. These findings are in line with the Robb and Fairlie (2009) survey
results which found that Asian business owners were successful due to the fact that they had high
levels of human capital. Substantial start-up financial capital was also identified as a determinant

of and contribution to performance.

Another study conducted by the Guardian in 2010 in the United States sought to identify the
specific characteristics or qualities possessed by small business owners who exhibited a strong
success orientation. The quantitative study involved more than 1100 small business with between
2 and 20 employees. The characteristics reported were: collaborative, self-fulfilled, future-
oriented, curious, tech-savvy, and action- oriented. The critical success factors were uncovered
and the top twelve are as follows: being able to create opportunity for others, taking the business

to the next level, doing something that they loved to do, being able to decide how much money
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they wanted to make, being able to have the satisfaction of creating something of value, a
company website, a management team in place, a chief operating officer, sufficient cash flow,
use of, and reliance on, technology to make the business more effective and efficient, the
possibility of having to sell when they were ready to retire, and differentiating themselves from
their competitors (Guardian, 2010). In Canada, Asian entrepreneurs earned slightly less than the
average among all other entrepreneurs, but they hired more employees compared with the
national average. The success factors influencing performance in business of Indians were found
to be higher education levels and higher marriage rates, thus indicating that, as in studies done
in the UK, marriage is an important determinant of performance for this cultural group.

Pena (2002) conducted a study in Spain to examine the extent to which intellectual capital assets
are associated with a new firm’s survival and growth. The results revealed that the majority of
companies experiencing growth in sales, employment, and profit were managed by entrepreneurs
with college degrees and who had a special interest in education programs. Entrepreneurs with
growing firms were the ones that devoted a large number of hours to their business activities,
showed a more serious financial investment commitment in their ventures and were more likely
to abandon a previous job in order to start-up a new company. Those with prior start-up
experience were the stable, non-risk-taking group, which means that their businesses showed no
growth in sales, employment and profit. Entrepreneurs in declining firms were characterized by
having a strong need to be independent and run the business. There were also those who had
serious difficulties in getting a job, and started their firms due to lack of any other employment
alternative. A second set of factors is financial resources which contribute to firm endurance. The
last set of factors that contributed to firm performance included local suppliers, funds from local

financial institutions, and advice from business consultants.

In a study conducted in, Australia, Selvarajah et al. (2012) found that the traditional culture of
most Chinese people is Confucianism, whose values emphasise the importance of the head of
the family, of helping other Chinese, seeking support from the community, trust and family
involvement, and guanxi connections (a form of Chinese network). Relying on guanxi connections
helps Chinese business owners to develop personal and business networks rather than their
having to make use of external business support. Confucianism is regarded as one of the factors
of success among the Chinese in the operating of their businesses in Australia, especially

amongst the first generation.
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A study conducted in China of Chinese entrepreneurs revealed that their motives for business
ownership were to increase income, to become their own boss, and to prove that they can
succeed (Chu et al., 2011). Their success factors were honesty, customer service, possession
of good management skills, and hard work. Fine et al. (2012) found that cognitive ability, skills,
and a number of particular personality traits were predictive factors of entrepreneurship success.
Another study was conducted in China to understand the meaning of entrepreneurship in different
cultures and to gather information concerning the characteristics of successful entrepreneurs. The
study found high performing entrepreneurs to be passionate and hardworking, visionary, willing
to learn, knowledgeable, competent, involved in communication and networking, possessing
determination, of strong moral character, focusing on the collective others, and identifying with

the country’s culture.

In Pakistan, a study conducted to examine key factors in the success of SMMESs in that country.
The study concluded that there was a significant relationship between business performance and
determinants and that the most important factors in the performance of business as perceived by
SMMEs owners were financial resources, marketing strategy, technological resources,
government support, and entrepreneurial skill. Saleem (2012) conducted a study to explore what
constitutes critical determinants of small business performance. In this study, investment,
entrepreneurial experience, business profile and culture were identified as significant

determinants of success.

In Nairobi-Kenya, descriptive studies conducted by Bowen et al. (2009) sought to understand how
SMMEs managed the challenges they faced. Their challenges included competition among
themselves and from large firms, lack of access to credit, cheap imports, insecurity, and debt
collection. To overcome these challenges, owners employed strategies, such as fair pricing,
offering a variety of products and services, superior customer service and continuously improving
quality products and service delivery. It was found that formal education was not a critical factor
in business performance in Kenya, but relevant training produced positive results in the running
of businesses. Of the business owners and managers who had received training, 51% of business
said their businesses were doing well. Of those not trained 68% reported that their businesses
were doing poorly compared to the 39.2% who reported that their businesses were doing well
without training. The majority of business owners also reported discipline in financial
management, availability of customers, physical location, skilled workforce, and business

networks as reasons that contributed to their business performance.
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Asians have been prospering in Botswana despite the hostility of the Europeans. The indigenous
Batswana also challenged, or attempted to resist, the proliferation of Asian businesses in the
economy, a situation which was creating the problem of Asians having too much control over the
economy to the extent of excluding the indigenous Batswana. Historically the Asians’ role has
been to provide goods and services to an indigenous clientele with no transmission of business
skills to the Batswana people. The determinant of Asian business performance therefore was their
training and expertise. The Batswana businesses lagged behind those of the Europeans and
Asians in size, sophistication, profit-making, employment creation, and expansion possibilities
(Jones-Dube, 2009).

Abor and Quartey (2010) conducted studies in Ghana and South Africa to determine the
constraints to SME development in both these countries. The results revealed constraints in, and
lack of access to, technology, limited access to international markets, the existence of laws,
regulations and rules that impede the development of the sector, lack of management skills and
training, and lack of finance. Another study conducted by Fatoki (2014) in South Africa aimed to
determine the causes of the failure of new small and medium enterprises. The findings revealed
the internal factors to include lack of management experience, lack of functional skills, poor staff
training and development, and poor attitude towards customers. External forces included the non-
availability of a logistics chain and the resultant high cost of distribution, competition, rising costs

of doing business, lack of finance, and high levels of crime.

2.5 Conceptual Framework of The Study

The conceptual framework for the current study was derived from those of Calvo and Garcia
(2010) and Kuada (2008). Calvo and Garcia (2010) investigated human capital and the
characteristics of the business to determine their effects on established business owners’
success. The human factor was the identified variable that helped explain the performance of
business owners. This factor was followed by a favourable perception of the business
environment on the part of the entrepreneur, and lastly the resilience of the entrepreneur. Kuada’s
2008 study challenged the logic underlying contemporary economic growth policies and strategies
in Sub-Saharan African countries and argued in favour of enterprise-driven economic growth and
poverty alleviation without the enterprises creating dependency on external aid flows. Drawing

from the works of economic sociologists, the paper highlighted the importance of social capital in
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the context of economic activities. A third contribution to the conceptual framework was focusing
on the drawbacks that culturally prescribed expectations carry for entrepreneurs. For purposes
of this study, the Calvo and Garcia, and the Kuada models were modified to produce five main
constructs that were empirically tested. They are: motivation, culture, human capital, social capital
(network), and the performance of small supermarkets. Figure 1 in page 21 shows a conceptual

framework for this study.

2.5.1 Motivation

Many authors distinguished between pull factors and push factors operating in entrepreneurship
or business formation (Benzing and Chu, 2009; Botha, 2009). Pull factors include the
entrepreneur’s need for independence, recognition gained from managing one’s own business, a
need to create wealth, and a desire to become one’s own boss. Pull factors also called
‘opportunity factors’ are the factors which make starting an organization attractive to
entrepreneurs (Ferreidouni et al. 2010). If an entrepreneur believes that an environment is
favourable (opportunity driven) such recognition on his or her part should stimulate a favourable
attitude toward the growth of his/her organization (Calvo and Garcia, 2010). Push factors include
unemployment, retrenchment, job insecurity, discrimination, and lack of education and skills.
Push factors, also known as ‘necessity factors’, impel a person to start a business in order to
avoid some undesirable situation (Ferreidouni et al., 2010). Verheul et al. (2010) added language

skill and a criminal record to push factors.

Necessity-motivated entrepreneurs generally own smaller businesses, whereas opportunity-
motivated entrepreneurs expect their businesses to grow and to provide more jobs (Hechavarria
and Reynolds, 2009). According to Block (2015), opportunity entrepreneurs are more willing to
take risks than necessity entrepreneurs. Giacomin et al. (2011) however found that more than
two profiles exist of entrepreneurs in terms of motivations. Moreover, motivations change over

time (Urban, 2011). Kautonen and Palmroos (2010) confirm the existence of sub-groups of
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Figure 1. Performance factors of small supermarkets as a result of motivation, culture,
human and social capital
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necessity entrepreneurs’ profiles. Motivations to start businesses also differ across races
(Edelman et al., 2010). Carsrud and Brannback (2011) argue that some necessity entrepreneurs
cannot afford to wait to achieve a long-term goal as they may starve to death while waiting. Thus

a necessity motivated entrepreneur has to be on high alert for opportunities.

2.5.2 Cultural factors

According to Cant (2008), culture comprises a complex set of values, norms and symbols that
have developed in a society over a period of time and in which all of the society’s members share.
In this sense, culture has an influence on entrepreneurial orientation. Venter et al. (2008) regard
culture as a form of social capital; therefore, entrepreneurship is a culturally embedded

phenomenon (Lee and Tsang, 2001).

At the beginning of the century many people perceived the economic growth of the Asia Pacific
region as a reflection of the underlying entrepreneurial spirit in the region and saw this as
illustrating that, in a culture that recognizes and celebrates entrepreneurship, people have a high
need for achievement (Lee and Tsang, 2001). In social theory, structuralism holds that the inner
laws or rules of a society determine the behavior of individuals in that society; hence the adherents
of this theory, such as Wolff and Resnick (2012) see cultural values as being linked to
entrepreneurial activities. Thus, according to this theory, differences between cultures could be
associated with differences in the use of adjustment strategies (Lee et al., 2015). Culture has
been said to have an influence on entrepreneurship formation and performance. According to this
view entrepreneurial traits include risk taking, locus of control, innovativeness, and creativity. In a
social system that places a high value on innovation, risk-taking, and independence, there are
more individual entrepreneurial events than there would be in a system with contrasting values
(Ferreidouni et al., 2010).

Moreover, according to Thornton and Ribeiro-Soriano (2011), when an individual creates
business in a specific cultural environment, the business reflects that cultural environment.
Alongside the macroeconomic environment, and the more immediate business environment, are
enduring national characteristics that have been predicted to have an impact on the level of
entrepreneurship activity. If entrepreneurship is not valued in the culture of a particular country,

other forms of economic encouragement and/or motivation will prove ineffective.
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There are significant differences among entrepreneurial rates of different groups which may occur
in spite of relatively modest differences among their economic characteristics. This may be a
result of differences in cultural traits (Venter et al., 2008). Thus, according to this view,
entrepreneurial activities may increase when cultural values are supportive towards new venture

creation.

According to Sriram et al. (2007), there is enough evidence to suggest that some ethnic and racial
communities flourish despite their minority status, for example, Indians in East Africa and Chinese
in Indonesia. This highlights the notion of cultural traits associated with entrepreneurship,
including issues such as collectivism versus individualism. The authors further mentioned that
Indians hold relationships, community and family as an important framework on which to build
success. Cultural values such as thrift and close family ties play a role in the success of their
businesses as well as motivating individuals to engage in entrepreneurial activities. Frequently,
the use of unpaid labor reduces operating cost in small supermarket and family members who

provide assistance also gain experience in the process (Sriram et al., 2007).

As has been mentioned, according to Basu (1998), Asians have a culture of collectivism, thrift
and hard work which could be regarded as determinant factors of their performance. The culture
of collectivism helps them to acquire labour, capital, and valuable information. In many African
societies, there is also a culture of collectivism which however, it can be argued, does not promote
the spirit of independence and self-reliance that people need to be more enterprising. A culture
of collectivism can, according to this view, therefore be said to produce different outcomes for
Asian in comparison to those for African business owners. For Asians, their form of collectivism
serves to enhance their businesses as they gain capital, labour, and markets. With lower costs
they are able to reduce prices, thereby increasing value for customers. Africans on the other hand
are, according to some views, disadvantaged by the same culture of collectivism in the sense that
it makes them totally dependent on others and on the government (Nieuwenhuizen and Nieman,
2009). Thus according to this view, the culture of collectivism does not enhance the performance

of businesses owned by black people.

According to Nieman and Bennett (2014), customers can receive value through the company’s
pricing policy. The culture of collectivism help businesses to gain pooled negotiating power that

provided them with greater leverage over suppliers, resulting in lower costs (Jooste et al., 2012).
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According to Kuada (2008), within the African continent there are different sub-cultures, many of
which affect the way people do business. Multiple cultures may also exist within a particular
society. Kuada (2008) claims that some of the cultures may show stronger entrepreneurial
propensities than others. In Nigeria, a study was conducted by Madichie et al. (2008) to examine
the influence of the cultural traits of the Nnewi people on what propels their entrepreneurial
emergence and success. This group of people was found to be different from other population
groups in Nigeria and that their culture had a strong and positive impact on their entrepreneurial
and managerial performance. The critical aspects of the Nnewi culture that were found to propel
entrepreneurial zeal and managerial performance include prudence, individualism, trust, intimacy

and openness in the workplace, submissive apprenticeship, and perseverance.

Culture is also seen by some researchers to affect an individual’s motivation to do businesses. In
the Benzing and Chu (2009) studies conducted in Nigeria, Ghana and Kenya, it was concluded
that building a business to pass on to one’s progeny was one of the motivations for Ghanaians,
which may be a result of better developed inheritance laws in Ghana. However, in both Kenya
and Nigeria tribal customs and Islamic laws have to date determined succession, making it less
likely for the surviving spouse to inherit the estate. This has the potential to reduce the motivation

to grow the business.

Building on Hofstede’s dimensions of cultural variations, Kaasa and Vadi (2010) studied the
relationship between those dimensions and the capacity of people of a particular culture for
initiating innovation. These cultural dimensions are described as ‘Power distance’. According to
Kaasa and Vadi (2010), in societies which are high in power distance, social institutions subscribe
strongly to, and serve to entrench, the hierarchy of authority. In this way high power distance
denies the majority of people the opportunity to develop decision-making skills. In comparison to
high power distance societies, those societies that exhibit less power distance develop creativity
and innovativeness among their members. In high power distance societies uncertainty avoidance
is evident. This refers to a tendency to avoid uncertain situations, or an unwillingness to take
risks; rules are also strictly followed. In societies with low uncertainty avoidance, organisational
rules can be violated, and ambiguous situations are regarded as natural and interesting. Risk
taking is one of the characteristics of such a society, and of good entrepreneurs (Kaasa and Vadi,
2010).
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In the individualism-collectivism dichotomy, individualistic societies are seen by some social
theorists to be characterised by weak relations between individuals. Individuals are independent
and self-reliant, while, in comparison, collectivism indicates a greater deposition towards group
interests (Kaasa and Vali, 2008). In the latter societies people connect their identities with groups
which protect them during their lives. A masculinity-femininity dichotomy society has been
described by some social theorists in terms of ‘masculine’ and ‘feminine’ societies respectively. A
society characterised by masculinity is said to have a high drive for achievement as well as
competition. A ‘feminine’ society focuses on people and is characterised by a warm and
supportive emotional climate, by low conflict, and by trust. The measures used to categories
societies in this way in the study by Kaasa and Vali (2008) were based on the European Social
Survey. The final results are that to be successful in initiating innovation, a region should have
lower than average power distance, uncertainty avoidance, family-related collectivism and

masculinity.

2.5.3 Human capital

Human capital includes education, training and experience (Valdez, 2008). Education is defined
by Amos et al. (2008) as “a process that provides knowledge, skills, moral values, and
understanding required in the normal course of life - focused on developing people for the future”.
Training is defined by Amos (2008) as “an attempt to alter or change the knowledge, skills, and
behavior of employees in such a way that organizational objectives are achieved”. Ukena et al.
(2010) found that training and skills were stronger predictors of human capital effectiveness in the
small scale enterprise context. The same study also revealed the importance of training and skills
to small business owners on financial and non- financial performance of the firm. Training has a
positive impact on SMMEs’ profits, revenues, and size, (Costin et al., 2011). According to
Statistics South Africa (2012), only 2.9% of Asians had no schooling in 2012 compared to 10.5%
Blacks. As has been mentioned, Asian owned businesses in the United States and Canada were
successful owing to their high educational qualifications of their owners (Fairlie et al., 2009; Robb
and Fairlie, 2009).

Entrepreneurs who have high levels of education are associated with more creative business
opportunities than those who do not (Moreno, 2008) and higher entrepreneurial activity (Botha,

2009; Nieman, 2009). Education may also help the business owner in developing analytical
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capabilities and the ability to introduce efficient organizational systems (Basu, 1998). Business
owners need financial and business knowledge in order to deal with the ever changing economic
environment (Unger et al.,, 2009). Calvo and Garcia (2010) found a positive link between
education and growth. According to Costin et al. (2011), entrepreneur education directly
contributes to the formation of entrepreneurial skills for recognizing opportunities. -Entrepreneurs
who have a solid grounding in business and finance education tend to pursue more opportunity-
based ventures, while those who are less well-educated tend to be involved in business out of
necessity rather than for relishing a challenge (Venter et al., 2008; Verheul et al., 2010). EImuti et
al. (2012) found causal linkages between entrepreneurial education and entrepreneurial success.
Higher general education was found in one study to enable businessmen to understand and more
successfully negotiate the business world (Saleem, 2012). In the study conducted by Albornoz
(2008), in which he focused on the content of the current literature on entrepreneur training, the
researcher found that there was more content related to knowledge than that related to skills and
attitude. From these studies it can be concluded that there is a positive link between higher

education and entrepreneurial performance.
Training and experience

Human capital is not only the result of formal education, but includes experience and the kind of
practical learning that takes place on the job in addition to specific training courses (Venter et al.,
2008; Jones et al., 2010). All the above contribute in adding value to the business. According to
Moreno (2008), business opportunity identified and exploited by an entrepreneur depends initially
on work experience and level of education. The importance of having a family business
background resides in an informal learning or apprenticeship type of training that occurs in
working in a family business (Robb and Fairlie, 2009). Magableh et al. (2011) found that training

has a positive impact on an SME’s profits, revenues and size.

Entrepreneurs in charge of a business need to possess certain skills to enable their business to
grow (Tahir et al., 2011). According to Calvo and Garcia (2010), the entrepreneur’s business
experience has the greatest impact on the venture’s growth. One needs to have accumulated and
be open to experience in order to gain from it (Shane et al., 2010; Fine et al., 2012) and part of
this work experience includes having dealt with start-up problems (Venter et al., 2008). Thus

entrepreneurial experience can be said to have a positive impact on small business performance.
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Different authors have reported on the skills that result from personality, education, training, and
experience. For example, Van Aardt et al. (2008) report, amongst others, the following important
ingredients for a successful business: the ability to organize, lead and control, a sense of
responsibility, innovativeness, and educational background. A study to determine the relationship
between four managerial skill dimensions (technical skill, administrative skill, human skill, and
citizenship behavior) and managerial effectiveness found that all four of the managerial skill
dimensions were significantly important. The most important factor was administrative skill
followed by human skill (Tonidandel et al., 2012). Fine et al. (2012) also found business skills,
such as planning and coordinating, leading, decisiveness, communicative skills, and instruction

are associated with entrepreneurship performance.

In addition to these four skills, Venter et al. (2008) advocate the need for business owners or
managers to have basic knowledge of marketing and financial management.These authors
describe these kinds of knowledge, in terms of marketing management skills which include the
ability to calculate market potential of a product, to determine the price of products and services,
to distribute the product, and communicate effectively with the market and potential market, and

financial management skills. These include cash flow management and cost price calculation.

The value chain of a business can be added through customer care (Nieman and Bennett, 2014).
Customer care is an important dimension of quality and success in marketing. It has its foundation
in the fundamental concepts of marketing which put customer at the core of entrepreneurial
thinking and activity. Customer expectations relate to both ‘hard’, tangible, and quantifiable factors
which can be measured, and to ‘soft’, intangible factors, such as customer feelings, perceptions,
expectations, and requirements, all of which are difficult to measure. Small supermarkets have
direct contact with, and easy access to, shoppers. The way they serve customers affects the total
retail experience (Carson et al., 1995). In this way customer care represents a source of

competitive advantage.

Closely related to customer care is relationship marketing. The essence of relationship marketing
stems from the increased refinements of customer care, internal marketing, and the broader
parameters of total quality management. The driving force behind relationship marketing is
broader than just the company/customer interface. It is concerned with relationships between an
organization and a whole range of personnel at point of contact and interaction with customers.

Broader interaction includes business associates and suppliers as well as key influencers within
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an industry. The prime objective of relationship marketing is long term customer retention (Carson
et al., 1995). Thus it is important for organisations to remain trustworthy, since trust is one of the

criteria that customers have been found to use to judge this relationship quality.

As has been described, Selvarajah et al. (2012) conducted a study to identify the key factors that
enable Chinese entrepreneurs of first and second generations to set up and operate their
business in Australia. Amongst other findings, both generations were found to possess relevant
business knowledge and skills, personal attributes, and capabilities when they established their
businesses. They applied good management and organizational skills to overcome the difficulties
that they faced. Thus, although entrepreneurs may have some of the skills to start businesses,
they also need to acquire good management skills to manage the growth of their businesses.

2.5.4. Social capital

Social capital includes membership of networks which are defined by Adams (2009) as patterned
beneficial relationships between individuals, groups or organizations that assist in securing certain
critical economic and non-economic resources needed to start and manage a business. Networks
give firms the advantage of sharing costs and risks that would otherwise be too high to take on
alone. With the increase of globalization, market expansion and complexity, companies that are
less able to retain the skills and expertise that are required for competitive success must look
elsewhere for the needed expertise (Vickey, 2011). In a study conducted in China by Su et al.
(2015), it was revealed that in the cultural and economic context business networking has a
positive effect on the relationship between entrepreneurial orientation and new venture
performance. Sigmund et al. (2015) found that network had moderating effects on venture size,
and the interaction between venture size and the institutional environment. Networks ensure that
the goals and vision of the business are realized and point to the need for small supermarkets to

build these relationships.

In a quantitative study conducted by Abou-Moghli and Al-Kasasbeth (2012), it was concluded
that social networks provide better access to resources and support. This is in line with Human
(2009) who noted that a firm’s performance depends upon the activities and performance of
others, and hence upon the quality of relationship a firm develops with its counterparts. According
to Jones et al. (2010), external knowledge, that is, knowledge from external sources can be a

significant source of organizational learning when it is systematically incorporated and integrated
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with existing knowledge. They further emphasized that the ability to learn through the acquisition
and application of knowledge is fundamental to improving organizational learning. Thus
relationships that small supermarkets have with other organisations, may help them to achieve

value chain.

Networks are also important for alliance formation. Mitsuhashi and Greve (2009) found that
alliance-networked firms exhibit better match quality than isolated firms. Business networks also
influence the social performance of their members. Social performance of small business owners
and managers is significantly related to the collective expectations and patterns of the business
associations to which they belong. If the other members of the business association to which
they belong engage in socially responsible behavior, business owners are more likely to be
socially responsible than members of associations where socially responsible behavior is less
prevalent (Besser and Miller, 2011). Networking plays an important role in improving ethics and
social responsibility. It is important for small supermarkets to build relationships with organisations

that are socially responsible.

In a study of the venture capital industry Guler and Guillen (2010) used data from a database
provided by Thompson financial. The aim of the survey was to determine if social-status
advantage is transferable from one market to another as a signal of quality. It was found that
firms entering a foreign market face challenges because they lack knowledge about the local
context. They must also convey to and convince customers, suppliers, and collaborators that they

are trustworthy.

While Egbert (2009) agreed that network resources are beneficial, he also considers them to be
constraints. Networks include social obligations and responsibilities and these are deducted from
an enterprise’s capital. This can cause problems to the enterprise and may lead to business
failure. The results of his empirical study show the difference between entrepreneurs of Asian
origin and those of African origin in terms of setting up and sustaining networks. The first
difference was that African entrepreneurs were found to regularly provide their family members
with comparatively small amounts of money whereas Asian entrepreneurs gave larger sums to
immediate and extended family to provide the receivers incentives to set up a business of their
own. The second difference was that African entrepreneurs were found to provide family members
with capital even if the gesture created problems for the original enterprise. No entrepreneur of

Asian or Arabic origin supported his family if the action constituted a burden. The study showed
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the necessity of taking the cost of relationships and their effects on the businesses into account

during their formation.

Focusing on the ethnic-religious communities called Bohras, which are a sub-group of the Asian
inhabitants in East Africa, it was found that their businesses were particularly successful in
comparison to others in the region. The group is highly committed to hierarchically-structured
communities and there are severe controls. Members are provided with interest-free loan
schemes that allow them to take credit for business investments. This contributes directly to
entrepreneurial success. There are however, there are some Bohra entrepreneurs who are
excluded from the community. The survey found these people to own the most successful
companies in the region. The study concluded that their release from the network in fact brought
more prosperity for their enterprises. These entrepreneurs may find it difficult to network because
dependence on relationships runs counter to modern entrepreneurs’ belief in individualism as a
prerequisite to business success. From a study done on Linkedin networks in Ireland, Vickey
(2011) claimed that individualism is a key trait in the entrepreneurial culture; it teaches and
celebrates independence, self-sufficiency and self- reliance (Vickey, 2011). Thus he concluded
that, when there are too many rules and regulations, entrepreneurs feel restricted and caged as
they do not want to be told what to do by somebody else. Whilst important for support, social
capital reduces levels of independence, thus reducing the level of flexibility necessary for

entrepreneurs to succeed.

The above findings are consistent with Semrau and Werner's (2012) conclusion from a
longitudinal study which sought to determine the relationship between nascent entrepreneurs’
investment in network size and the relationship and their success in new venture creation. The
findings showed that investing time in developing and increasing intense network relationship can
lead to positive but diminishing resource returns and opportunity cost of time. Another risk
associated with networking, as Vickey (2011) found, is unbalanced business relationships where
one party contributes more than the other. Unbalanced relationships go against the principle of
reciprocity which simply refers to ‘give’ and ‘take’. The findings of these studies would suggest

that relationships should create value that benefits all parties involved equally.

Reagans and Zuckerman (2008) and Stam and Elfring (2008) present a contrasting view, that
size may lead to both higher costs and additional benefits. Granovetter (2005) affirmed this view,

adding that the dimension that networks work well when there is trust, a view similar in turn to that
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of Besser and Miller (2011), that networks that require trust, such as sharing of information and
resources, are more easily facilitated in smaller networks. Besser and Miller (2011) further argued
that, although larger networks presented more difficulties in facilitating trust, participating
businesses received benefits that are uniquely available through the collective power of many

members, such as, strategic and successful lobbying, and purchasing group insurance.

Many authors differentiated between strong and weak ties (Kuada, 2008; Luczac et al., 2010;
Urban, 2011). Urban (2011) regards strong ties as those with whom the entrepreneur interacts at
least twice a year, and weak ties as those relationships that are enacted at least once a year.
According to Kuada (2008), networks with strong ties tend to become self- sufficient while those
with weak ties are more open and therefore likely to access new information about business
opportunities. Information from close family and friends is likely to be the same as that which has
already been accessed from a wider network. Weak ties are important as they provide information
that would be unavailable or costly to locate. Strong ties, such as those derived from family
relationships, provide secure and consistent access to resources. Strong ties are especially
important where people expect to deal with each other over a long period as they create trust as
well as predictability. However, Venter et al. (2008) see having ties with more than one person
with similar characteristics, as being redundant and as not providing value; to be effective network
ties should be diverse (Urban, 2011). These studies advocate small supermarkets forming

relationships with both strong and weak ties.

2.6 Similarities and Differences between Black and Asian-owned Businesses

In the current study comparisons are drawn between Asian and Black small supermarket owners
in order to determine whether significant differences exist between the determinant factors of
performance of the businesses and business owners of the two groups. Both Asians and Blacks
share a ‘culture of collectivism’. According to current accepted definitions, in a collectivist culture
people are tightly integrated into groups, which include their families, friends, and colleagues, that
protect them/each other. Members of the group guide their decision making according to what is
best for the group, although this may limit creativity and innovativeness which are currently seen
as the career anchors associated with entrepreneurship (Brettel et al., 2008). Table 1 presents a
summary of the differences between the factors of performance of Blacks and Asians owned

businesses as identified by this and other researchers.
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2.7 Gender as a determinant factor for performance

A study by Haus et al. (2013) found a higher entrepreneurial intention for men compared to
women. Santos et al. (2016) found that women and men form their intention to start a venture in
the same manner, but that women see this option as being less attractive and less feasible than
men do. In other words, while women may feel starting a venture per se is highly valued by the
society, they do not consider it a socially acceptable option for them as women. Goktan and Gupta
(2015) report individual entrepreneurial orientation as being higher among men than among
women. According to the quantitative study of Mahmood and Hanafi (2013), entrepreneurial
orientation has a positive effect on the business performance of female-owned small businesses.
Females are also less likely to succeed in starting their businesses than males, although women
who are educated have the same probability of success as men, sometimes higher (Kodama and
Odaki, 2011). According to Katangole (2015), in his study successful women entrepreneurs were
those who had complemented their formal training with informal entrepreneurial training and
education. Justo et al. (2015) found that in Spain females do not fail more often than do men, but
that they exit voluntarily and generally due to personal reasons. In general, women enter into
formal entrepreneurship activity due to pull factors rather than push factors (Meyer and
Landsberg, 2015). Sharafizad and Coetzer (2016), in their study conducted in Australia, found
that female small business owners prefer to interact with networks with which they have close

ties.

According to Fairly and Robb (2014), female-owned businesses in the USA and Canada are less
successful than male-owned businesses because they use less start-up capital and have less
prior business experience. Marlow and McAdam (2013) on the other hand found that women
owned businesses are concentrated in lower performing market sectors. In their view, that does
not lead to under-performance, but to constrained and lower performance. Similarly, Robb and
Watson (2012), in their study conducted in the USA, found that there were shortcomings in many
of those prior studies which had concluded that female-owned ventures underperform in
comparison with male-owned ventures. The main reason given for the findings of these previous
studies was that, while female-owned businesses are generally smaller, they do not underperform
in relation to male-owned ventures provided appropriate performance measures are adopted and
key controls are incorporated into the analysis. Moreover, according to Kirkwood (2009), basing
his theory on women in societies in modern/developed countries, women’s motivations to become

entrepreneurs are strongly affected by relational thinking.
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Table 1: Differences between the factors of performance of Black and Asian owned businesses

Descriptors

Asians

Blacks

University of Venda
Creating Future Leaders

o
&

S

Motivation

Culture

Human
capital

Social
capital

Opportunity-motivated entrepreneurial activity rates are higher
among Asians compared to Blacks (Herrington et al., 2010).

Need for achievement, which is also opportunity motivated has
an impact on business growth (Calvo and Garcia, 2010).

Asians have a culture of collectivism. They do help each other
with capital, but that does not happen at the expense of the
business (Egbert, 2009).

The family members who are employed in the business show a
sense of commitment, discipline, and diligence (Kuada, 2008).

Asians have an entrepreneurial culture,

According to the Census 2011 (Statistics South Africa, 2012),
21.6% of Asians attended a level of education higher than Grade
12 and learn business skills from a younger age as they start

helping in the family business.

Asian entrepreneurs have horizontal as well as vertical business
links. These links provide them with information, resources and
advice. (Egbert, 2009).

Black South Africans are mostly motivated by necessities, such as
unemployment (Barrett and McEvoy, 2013; Herrington et al., 2010)
although there have been reports of increase in their opportunity
motivated enterprises.

Necessity motivated businesses are characterized by survival
(Giacomin and Guyot, 2011)

Africans have a culture of a type of collectivism that does not enhance
their businesses. The pursuit of collective interests that characterises
most African societies, has not promoted the spirit of independence
and self-reliance that individuals need to be more enterprising (Kuada,
2008; Nieuwenhuizen and Nieman, 2009; Preisendorfer et al., 2012).
The ‘free rider mentality’ that is found in most African communities
cause relatives to rely on business resources for support at the

expense of profitability.

According to the Census 2011 (Statistics South Africa, 2012) only
8.3% of Blacks attended a level of education higher than Grade 12.

Long-term horizontal linkages (small firms collaborating together) are

non-existent among Africans Kuada (2008)
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2.8 Geographic location as determinant factor for performance

Roslin and Roshan (2012) pointed out that store locations represent long-term strategic
investment and that, once a viable location has been identified, this may become a competitive
edge for retailers which competitors may find difficult to thwart. Similarly, Marlow and McAdam
(2013) concluded that location has an impact on the potential of the business in terms of durability,
growth and wealth creation. According to a study done by Besser and Miller (2013) in remote rural
areas in the USA, where fewer people lived than in more densely populated areas, and with lower
incomes, entrepreneurs faced the challenges of fewer potential purchases. These entrepreneurs
dealt with these challenges by making use of available community bridging social capital to
enhance entrepreneur performance, by helping to retain and attract skilled labour, thus reducing
costs, providing access to capital, and in the process engendering resident customer loyalty.
However, based on their study done on Danish start-ups in remote areas of Denmark et al. (2012)
argued that, whereas, in a country like Denmark, where one might expect entrepreneurs to
perform better in the regions where they have deep roots because of their richer endowments of
regionally-embedded social capital, they might also perform worse if their location choices reflect
instead a preference for spending time with family and friends. These studies would suggest that
geographical location is an important determinant of performance and location is identified by
Ibrahim (2015) as one of the competitive devices that contribute positively to the profitability of

the small business.
2.9 Intervention strategies for improved performance of small supermarkets

A strategy is defined by Bateman and Snell (1999) as a pattern of action and resource allocation
employed by entrepreneurs to achieve the goals of their organisation. In this section strategies
devised to achieve business objectives are described. They include strategies devised and used
by business owners and those devised by the government. Table 2 presents a summary of the

strategies used by business owners.
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2.9.1 Intervention strategies devised by the South African government

Several government institutions have been introduced in South Africa to support business start-
ups and build the capacity of existing ones. Adams (2003) highlights a number of support
institutions that render services to small businesses in rural areas and townships. They include,
amongst others, the Small Enterprise Finance Agency (SEFA), the Small Enterprise Development
Agency (SEDA), the Limpopo Economic Development Agency (LEDA), the South African Women
Entrepreneurs’ Network (SAWEN), and the National Youth Development Agency (NYDA). They
are presented in Table 3.
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Table 2: Strategies used by business owners to improve performance

Strategies used

Explanation of meaning

Diversification

Related diversification

Unrelated

diversification

Expansion

Cooperatives

Globalisation

Customer service

Joint retailing

Other strategies

Diversification is a dynamic growth options for a business
(Lazenby, 2014)

This process contributes to synergy (Lazenby, 2014).

An organisation provides diverse products and services (Lazenby,
2014).

Dairy farm expansion ensures future profitability of farm business
(McDonald et al., 2013)

Cooperation may help a firm improve its strategic position
(Chittithaworn et al., 2011)

The relationships between dynamic global marketing strategy and
firm survival had positive relationship with the mediating factors
(Akkrawimut and Ussahawanitchakit, 2011).

Effective customer service may result in the survival of some of the

small supermarket (Ligthelm, 2008).

Joint retailing takes place when two normally separate businesses
combine to create a synergistic offer to their customers (Cant et
al., 2006).

Some business owners use networks to improve business

performance (Abou-Moghliand and Al-Kasasbeh, 2012)

Others rely on entrepreneurship perspective to achieve success
(Passaro and Thomas, 2010)
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Table 3: State owned companies

Government body Year of | Mandate Legal framework/Act
establish of parliament
ment
a) Small Enterprise Finance Agency | 2012 To foster the There is no separate
(SEFA) development of small and act of Parliament.

medium enterprises and

cooperatives.
b) The Small Enterprise Development | 2004 Its mandate is to National Small
Agency (SEDA) implement national Business
government’s strategy. Amendment Act, 29

Design and implement a | of 2004.
standard and common

national delivery network.

c) Limpopo Economic Development | 2012 To stimulate and None. Itis a result
Agency (LEDA) strengthen the economic | of amalgamation.

development plans of

the Limpopo Province.

d) South African Women | 2002 To form a vehicle that None. Subscribes
Entrepreneurs’ Network (SAWEN) brings individuals and to Beijing plan of
groups of women action to

together to speak about | ensure economic
challenges that affect empowerment.

South African women

entrepreneurs.
e) National Youth Development Agency | 2009 To address youth National youth
(NYDA) development issues in | development agency
the country. Act, 54 of 2008.

To tackle challenges that

the youth are faced with.
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2.10 Summary of Literature Review

The literature showed universal indicators of business performance to be non-existent and
advocated for researchers to use non-financial measures, such as survival over a number of
years. Growth may also be used as an indicator of success, measured as an increase in the
number of employees and the number of outlets, rather than as an increase in profit or sales. The
literature indicated that financial measures are used by business owners as well as their suppliers.
Globally the determinants of success were found to be pull factors, such as a pull for
independence, the desires of the owners to better themselves financially, and the desire of a
prospective business to be her or his own boss. Capital investment was also regarded as one of
the determinant factors. Other factors included the possession of, and/or access to, information
as well as the level of educational qualifications, skills, and experience.

In cultures that value entrepreneurship, there tend to be more entrepreneurial activities. While
both Asians and black communities were found to have collectivist cultures, Asians were found
to combine their particular collectivist culture with thrift and hard work, and a spirit of
independence, in the development and growth of their businesses. In the black communities
studied, their particular collectivist culture was not found to promote a spirit of independence. The
human capital considered by many authors to be necessary for the establishment and
development of successful entrepreneurial enterprises includes education and skills acquired
through training and experience. Functional skills required include financial management and
marketing. Skills in management tasks, such as planning, organizing, activating and control, were
also found to be important. While on the one hand, social capital provides access to resources,
information and support, on the other hand, it reduces the level of independence that
entrepreneurs need in order to be flexible. Social networking was often found to lead to higher
costs. Social relationships should include both strong and weak ties. Asian entrepreneurs were
found to possess both horizontal and vertical links, both of which links were found to be virtually
non-existent among Blacks. Entrepreneurial orientation and intentions were found to be higher
for men than for women. Location of a business was found to be an important determinant of
performance.

The three determinant factors of performance, culture, human capital and social capital contribute
to the value chain approach on a form of lower prices and by ensuring that products meet the

needs of customers for whom they are intended.
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Strategies employed by business people to ensure success were identified and discussed. They
include related and unrelated diversification, global strategies, acquisition of skills and networks
to create sustainable competitive advantages, vertical and horizontal integration, and cultivating

a culture of entrepreneurship. Services provided by state owned companies were identified.

Many studies discussed performance factors of small businesses and supermarkets. However,
there exists a scarcity of studies that focus on small supermarkets; many studies are on larger
super markets. Given this gap in the literature and in research done on small supermarkets, the
current study is considered to have made a valuable contribution to the body of knowledge on the
determinant factors of performance of small businesses, particularly small supermarkets, by

investigating the findings from both developed and developing economies.
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CHAPTER 3 RESEARCH METHODOLOGY

3.1 Introduction

Research methodology involves the forms of data collection, analysis, and interpretation that
researchers propose for their studies. The proposed research was aimed at comparing the
determinants of performance of Asian and Black-owned business in Thulamela Local Municipality.
The study is a mixed method survey, that is, qualitative and quantitative techniques involving
stakeholders and small supermarket owners or managers. The reason for using mixed research
is that one method may lead to the discovery of new insights which are followed up through the
use of the other method (Saunders et al., 2016). The approach is useful to a researcher who
wants to explore a phenomenon but also wants to expand on the qualitative findings (Creswell,
2009). The same author also added that the model could make a largely qualitative study more
palatable to the advisor, committee, or research community well versed in quantitative method
and that may be unfamiliar with the qualitative approaches. The research design, description of
the population and sampling procedure, data collection tools and data analysis techniques were
explained in this section. How ethical issues were addressed is also clarified.

3.2 Description of the Study Area

The study was undertaken in Thulamela Local Municipality (Figure 2) within Vhembe District
Municipality. The District covers a geographical area of approximately 2 966 km?. It is one of the
five that constitute Limpopo Province of South Africa. According to the latest statistics, the local
municipality is 85 % rural with a population of 618 462 people and 156 594 households. The
unemployment rate was 43.8 % while the dependency ratio was 70.1 Tourism is the economic

back-bone of Thulamela Local Municipality.

According to Statistics South Africa (STATSSA, 2011), there were 2 879 businesses in Thulamela
Local Municipality. Most of them (2 032) were in the Thohoyandou area and the remaining 847 in
Malamulele. Informal discussions with the business licensing office in Thulamela Local
Municipality, in 2014 revealed that only 701 traders renewed their licenses. Most of the

businesses are in the retail sector. The fact that a majority of the retail enterprises are one
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employee or family concerns only means that their contribution to employment opportunities and

income generation are minimal (Vhembe District Municipality, 2012).

3.3 Research Paradigm

Saunders (et al. 2016) made an overview of five philosophies which are explained below.

A positivist paradigm relates to the philosophical stance of natural scientist and entails working
with an observable social reality to produce law-like generalisations. Posivists collect measurable
and quantifiable data. The researcher is detached, neutral and independent of what is researched.

It is suitable in highly structured, large samples, quantitative methods of analysis.

Critical realism focusses on explaining what is seen and experienced, in terms of the underlying

structures of reality that shape the observable events. They use range of methods and data types.

In interpretivism, the emphasis is on the fact that humans are different from physical phenomena
because they create meanings, and these meanings are studied. As different people of different
cultural background, under different circumstances and different times make different meaning
and so create and experience different realities, researchers cannot discover ‘universal laws’ that

apply to everybody. Interpretivism is more suited to small samples and qualitative methods.

The emphasis for postmodernism is the role of language and of power relations, seeking to
guestion accepted ways of thinking and give voice to alternative marginalized views.
Postmodernist researchers seek to make what has been left out or excluded more visible. They

are open to the deconstruction of any form of data.

Pragmatism researchers believe that concepts are relevant if they support action. The aim here
is to contribute practical solution to inform future practice. Pragmatists recognise that there are
different ways of interpreting the world and undertaking research.

To address the research problem, the interpretivism paradigm was used. The approach was

chosen because it put more emphasis on perceptions of participants. This paradigm looks at

organisations from the perspectives of different groups of people (Saunders et al., 2016). It took

41

© University of Venda



()
=

C) University of Venda
Creating Future Leaders
@)

Thulamela Local Municipality Map
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Figure 2: Map of Thulamela Local Municipality (Source: University of Venda GIS Unit,
2013)
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into account the fact that participants from different race, gender and geographic location may

experience the same events in different ways.
3.4 Phase 1

This phase addresses objectives 1, 2 and 3; namely, to assess the indicators of performance of
small supermarkets, compare the performance factors of Asian- and Black -owned small
supermarkets in Thulamela Local Municipality and develop intervention strategies for improved

performance.

3.4.1 Research Design

‘Research design’ is defined by Cresswell (2009) ‘as the plan and the procedure for research that
span the decisions from broad assumptions to detailed methods of data collection and analysis’'.
A cross-sectional study design was employed in which the stakeholders were interviewed to
assess the indicators of performance, compare the determinants of performance of Asian and
Black -owned small supermarkets in Thulamela Local Municipality and to identify strategies that
small supermarket owners are using to achieve success in their businesses. A strategy that will
help small supermarket owners to improve their performance was then formulated. The
researcher explored the topic using qualitative data before attempting to measure it quantitatively.
During the first phase of the study, qualitative data was collected from individual stakeholders by
means of in-depth interviews before the data was analysed. In the second phase quantitative data
was collected from small supermarkets owners or managers. Weight is placed on the first phase.
Mixing occurred between a qualitative data analysis of the first phase of research and the data
collection of the second phase of research (Creswell, 2009).

3.4.2 Population and Sampling Procedures

For all the objectives, the same population was used. The population for the selection of
stakeholders was composed of officials from the Local Economic Development, the
representatives from the Association of Business Owners and small supermarket owners. The

same sample was used to address the objectives. Snowball sampling was used to select the 36

43

© University of Venda



()
=

C) University of Venda
Creating Future Leaders
@)

interviewees. This method is defined by (Nieuwenhuis, 2007) as a method whereby participants
with whom contact has already been made are used to penetrate their social networks to refer
researchers to other participants who could contribute to the study. Two municipal officials in the
local economic development unit supplied the names of persons deemed to be knowledgeable
about issues relating to small supermarkets in both Malamulele and Thohoyandou regions of
Thulamela Municipality. Thereafter, each interviewee provided 2-4 names and contact details of
other knowledgeable people. In total this approach resulted in the compilation and interviewing of
five officers employed in the local economic development departments of Thulamela Local and
Vhembe District Municipalities, five representatives of associations of business owners, 14 Asian
and 12 Black small supermarket owners. Twelve Indian and two Chinese supermarket owners
were the identified Asian small supermarket owners. With respect to the Blacks, 6 Venda and 6
Shangaan-speaking small supermarket owners were identified and interviewed. Data saturation,
which is further clarified below, determined the size of the sample. Data saturation refers to the
fact that any additional data collected would provide little, if any, new information or suggest new

themes (Saunders et al., 2016). A total of 36 research participants were interviewed.

3.4.3 Research instrument

An interview guide prepared by the researcher was used to collect data from multiple
stakeholders. It was derived from the research questions. The questions were related to indicators
of performance and current level of performance in Thulamela Local Municipality. Questions
regarding the common success and failure factors of Asian and Black owned small supermarkets
were also included. In addition, there were questions on the extent to which gender and
geographic location determine the performance of small supermarket. Other questions were
based on strategies used by small supermarkets to improve performance of their businesses,
challenges that small supermarkets face, type of support that small supermarkets receive from

government as well as non-governmental sectors.

3.4.4 Observational notes

The researcher used field notes for observations that could not be captured on voice recorder.

Observation focussed on stock on shelves, traffic of customers to the store and security features.
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3.4.5 Data Collection

An open ended interview was used to collect data from participants in order to get their
perceptions about the determinants of success. Interviews were face-to-face in order to make it
easy for the interviewers to assist with issues that were not clear to the respondents as the method
is recognised as yielding the highest response rates (Maree and Pietersen, 2007). The researcher
and a research assistant conducted personal interviews to enable observation of respondents’
body language during the interviews. In the cases where the supermarket owners were not
comfortable to engage in conversations in English, they were interviewed using the commonly
spoken local languages, namely Tshivenda and Xitsonga. All the Chinese and Indian supermarket
owners were interviewed in English. Chinese were interviewed in the presence of their employees
who clarified terms they could not understand. All interviews were tape-recorded with permission
obtained from respondents, prior to the interview. Where the respondents were not comfortable
with recordings, notes were used. On average, each interview took about 30 minutes to complete.

3.4.6 Data Analysis

According to Maree (2007) qualitative data analysis tend to be an ongoing rather than non-linear
process, implying that data collection, processing, analysis and reporting are intertwined, and not
merely a number of successive steps (Nieuwenhuisen, 2007). ATLAS ti.7.0.81. was used to
analyse the data. Atlas ti is computer-assisted qualitative data analysis software (CAQDAS).
Apart from Atlas ti, content analysis was also used to supplement it. The following were the steps
for Atlas ti to formulate codes themes:

Step 1: Create a Hermeneutic Unit (HU) or a project. A HU containing all documents, quotations

and codes was created.

Step 2: Prepare documents for import. Ensure data is in text-based, electronic format. Recorded

interviews were transcribed in a word processing application in order to make them text-based.

Step 3: Assign primary documents. The recorded interviews were assigned or imported. A
document was opened by choosing the document from the drop-down list. The document opened
in the HU editor.
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Step 4: Create quotations. To create a textual quotation, text segments were selected in the
primary document. The cursor was moved into the selected area and right clicked on the marked
region to open the context menu. Create Free Quotation was chosen from the selected context

menu. The quotation appeared in the quotation drop-down list.

Step 5: Code documents. Open Coding was used to create a new node associated with an

existing quotation or text segment.

(a) Select the text segment or quotation to code
(b) Choose Codes/Coding/Open Coding from the main menu
(c) Enter a name for code and click OK.

A new code was added to the code list, and if needed, a new quotation to the quotation list.

Step 6: Assign families. Families are containers or holders for different kinds of codes.
Documents/Open Families/ Edit Family Browser was opened. The Family Browser window
opened up, and from there a new family was created, by clicking the New Family Button. The
name of the family was entered. Code families were created by going to the Codes menu and

following similar steps. Codes were assigned to families.
The families represent the themes and codes the categories in the table with findings.

Step 7: Networks were used to build a network view. The network is defined by a set of nodes
and links. Nodes in ATLAS.ti can be any number of codes or quotations. Links were defined which
allowed specification of the relationship between nodes. The network editor was used to create
and manipulate network structures. A name was entered for the new network view. Nodes were
imported into the network view by choosing Nodes/Import Nodes from the network editor’'s menu
bar. Links were created between nodes by selecting “relations” and choosing the “is cause of”

relation.

Step 8: XML Export/Import. Codes were exported into the XML format. To export selected codes,
the open Code Manager was selected from the Codes menu and Export Selected Codes (XML)

was selected from the Code Manager’s menu.
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3.4.7 Ethical Considerations

Research ethics refer to the “appropriateness of the researcher’s behavior in relation to the rights
of those who become the subject of his/her work or affected by the work” (Saunders et al., 2016).

The following guidelines were adhered to:
Permission to conduct the study

Prior to conducting the study, the researcher applied for permission to the University of Venda’s
Health, Safety and Research Ethics Committee to conduct the study. This department granted
ethical clearance. Thereafter, on application for permission and clearance, Vhembe District and

Thulamela Local Municipalities granted permission to the researcher to conduct the study.
Informed consent

At the beginning of each interview session, the purpose and objectives of the study were
explained to the interviewee. Participants were informed that their participation was voluntary and
that they had the right to withdraw at any time without fear of victimisation. They were given the
opportunity to ask whatever questions they wished to ask on the study and related matters.
Moreover, code names were given to participants to link participants with the collected data, thus
ensuring that participants’ anonymity was protected. Before using the audiotapes, permission was
sought from the participants and they were informed of their rights not to be recorded if they did

not wish it.
Confidentiality
Confidentiality of the study participants was assured. The names of the participants were not used

in the study and the data they provide was not linked to their names. Only transcribed recorded

data was analysed and the collected data was at all times kept under secure conditions.
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Trustworthiness

Triangulation was adopted in order to achieve credibility of the data. Interviewing and observation
were used to ensure that the triangulation was realised. Snowball sampling was carried out with
a view to achieve transferability of findings. Apart from this, reflexive analysis was used to achieve
dependability. This was done through a detailed description of the methodology and
conformability. In line with Saunders (2016) advice, this involved self-examination, evaluation and
interpretation of attitudes and beliefs, reacting to data and findings, and interaction with
respondents and acknowledging the way these affect both the processes and outcomes of the
research. Conscious effort was made during the interviews to avoid using leading questions,

which helped to reduce researcher bias.

3.5 Phase 2

The second phase of this study followed a quantitative approach. This approach addresses
objective 2: to ‘compare the performance factors of Asian-and Black-owned small supermarkets
in Thulamela Local Municipality’. This phase commenced immediately after completion of the
gualitative data analysis of the first phase of the research. A quantitative approach is a process
that is systematic and objective in its ways of using humerical data from a selected subgroup of
a universe to generalize the findings to the universe that is being studied (Maree and Pietersen,

2007). Quantitative data were collected and analysed during this phase.

3.5.1 Research Design

A cross-sectional study design was employed to collect data from Asians and Black business
owners and managers in order to compare their factors of performance in terms of motivation,
culture, human capital, and social capital. A structured questionnaire was used to collect data
from the selected Asian and Black owners of small supermarkets in Thulamela Local Municipality

in order to fulfill the research objectives mentioned above.
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3.5.2 Population and Sampling Procedures

The target population was small supermarket owners and managers of Asian descent, and South
African Black supermarket owners and managers who are operating in Thulamela Local
Municipality. A sample in a quantitative study is a subset of the research population consisting of
a predetermined number of randomly selected sampling units from the population (Maree and
Pietersen, 2007). One challenge in Vhembe in terms of collecting quantitative data is that there
is no extensive database of business owners; so, for example, business owners are not divided
according to race or local municipalities. The list of business owners includes all the businesses
in Vhembe District Municipality and not just in Thulamela Local Municipality. It is also inclusive of
all businesses, not only small supermarkets. The businesses which had already closed were still
included in the list. This situation reflected the difficulty of finding reliable, up-to-date sampling
frames in many developing countries as described by Khayesi and George (2011).

Questionnaires were administered to a total of 33 participants comprising of small supermarket
owners. These business owners were those who were operating their small supermarkets in
Thulamela Local Municipality which is divided into the Thohoyandou and Malamulele regions. The
same participants who were interviewed during qualitative data collection were requested to
complete the questionnaires. A total of 7 participants were added to the group of small

supermarket owners through snowball sampling method.

3.5.3 Research instrument

The questionnaire that was developed by the researcher was used to get data on the two racial
groups of small supermarket owners/managers (see Appendix 3). Results from the first phase
were used to develop structured, close ended questionnaire that consisted of rating and ranking
guestions. Existing literature/models from journal articles and books was also used to develop the
guestions. The questionnaire consisted of two sections. Section A included background
information such as location of the business, race, age, gender, marital status, highest level of
education attained and experience in business. Section B consisted of 28 questions that sought
to evaluate the performance factors of Asian and Black owned small supermarkets. They cover
the following determinants: motivation, culture, human and social capital and environmental

factors.
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3.5.4 Data Collection

The questionnaire was pilot tested to ensure its validity and reliability. Data were collected by the
researcher and a trained research assistant who was pursuing a master’s degree at the University
of Venda. Questionnaires were administered during a feedback workshop in order to confirm the
results of the qualitative study. Participants who were not present during the feedback workshop
were contacted later. Participants were requested to indicate their perceptions of items on a 5
point scale, ranging from ‘very’ true to ‘totally untrue’. Each questionnaire took participants an

average of 50 minutes to complete.

3.5.5 Data Analysis

Data collected for the purposes of drawing a comparison between the two races/cultural groups
of factors of performance were analysed using the Statistical Software Package for the Social
Sciences (SPSS 24). SPSS was chosen because a non-parametric statistical package was
required for this particular analysis. The demographic data were analysed by means of descriptive
statistics. Analysis based on the comparison of performance factors started with the calculation
of percentages. These were then analysed using non parametric statistics. A non-parametric
method is used when very little is known about the variable’s distribution in the population. The
analysis of choice started with the assessment for normality involving two tests, the Kolmogorov-
Smirnov and Shapiro-Wilk tests. The results of these tests revealed that the data violated the
parametric assumption of normal distribution. Non-parametric tests therefore used to analyse the
data. The Mann Whittney test was used because the dependent variables were being measured
on a ranking scale. A chi-square test was conducted to see if there were any significant

differences between Black and Asian small supermarket owners.

3.5.6 Validity and reliability

When general constructs or scales need to be measured, researchers usually choose to use
standardized measuring instruments (Maree and Pietersen, 2007). These authors further mention
that, for a measuring instrument to be standardized, it must be reliable and valid. Validity of the
guestionnaire means the likelihood of the questionnaire enabling accurate data that measure the

concepts the researcher is interested in (Saunders et al., 2016). Face validity of the questionnaire
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used in the current study was assessed which means that a process was followed to evaluate the
ability of the questionnaire to measure what the researcher intended it to measure with maximum
accuracy. The guestionnaire was developed in such a way that it would represent the reality of

what was being measured.

Content validity was also assessed. This refers to the extent to which the measurement device
covers the complete content of the investigative question (Maree and Pietersen, 2009). Content
validity was achieved through a process of careful definition of the research through the literature
reviewed. An expert was also asked to comment on the representativeness and suitability of the
guestions as well as the structure of the questionnaire. The suggestions of the expert, together
with what emerged from the pilot study, were then used to make amendments on the

guestionnaire.

Reliability is concerned with whether or not the questionnaire will produce consistent findings at
different times and under different conditions (Saunders et al., 2016). Reliability was tested

through comparing responses to alternative forms of the same question or group of questions.
3.5.7 Limitations of the methodology

Cresswell (2009) mentioned the limitations that the mixed method approach imposes on the
researcher in terms of the need for an extensive data collection and the time-intensive nature of
analyzing both text and numeric data, together with the requirement for the researcher to be
familiar with both quantitative and qualitative forms of research. In the current study data collection
involved interviewing and questionnaire administration. Moreover, analyzing both text and

numeric data was time consuming.
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CHAPTER 4: INDICATORS OF PERFORMANCE OF SMALL SUPERMARKETS

4.1. Introduction

This chapter addresses the research question, ‘What are the indicators of performance of small
supermarkets?’, and the findings of the research conducted in order to address this question. The
first section of the chapter presents the results of the empirical study. The second section contains

the discussion of the results. The last section presents the conclusions from these.

4.2. Results

In the course of the research process various indicators of performance of small supermarkets in
Thulamela Local Municipality emerged and were identified. These were placed under nine specific
themes as shown in Table 4: levels of inventory or stock, sustainable turnover, number of
employees, size of the market, profit, growth of the business, state of the building and place,
healthy cash flow situation, and the survival of the business over a long period of time. Each one
of these themes is elaborated further in the next sections. Figure 3 presents the visual
representation of the perceptions of LED officials regarding the determinants of performance of

Asian and Black-owned small supermarkets.

4.2.1 Level of inventory

One Local Economic Development (LED) official and two members of the Association of Business
Owners (ABO) cited “level of inventory” as a useful indicator of the performance of small
supermarkets. According to the perceptions and views of these patrticipants, the larger the
inventory the more successful the business was. They considered it to be important that small
supermarkets always satisfy demand by having the required products available when customers
want them. The officers argued that their perception was based the level of competition in a given
area which had the potential to render some enterprises unprofitable. Asian business owners
concurred with the LED officials, pointing out that, having large stocks of goods most of the time,

coupled with appropriate support systems for employees, could make small supermarkets viable
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on a sustainable basis. For these business owners, small supermarkets that realised continuous
increases in expenditure were likely to be increasingly less profitable. These views are reflected

in the following statement of one Asian business owner:
“When there is stock, customers, support of my workers.”

Three LED officials perceived a well performing supermarket as one that created jobs.
Furthermore, employing many people indicated that the supermarket was busy and served a large

number of customers.

A LED official had this to say in support of the view that large numbers of employees could be a

useful indicator of health of a small supermarket:

“We also look at the number of people who are working in that business taking into
accounts the level of competition in the area. Having many employees indicates
that the business is busy. One cannot work alone if the business is very busy
because he cannot cope alone. When the owner works alone it shows that it is not
busy. Even if one does not want to spend on employees he’ll be forced to employ

when it is busy.”

One Shangaan speaking participants said:
‘When managers are able to manage funds and businesses. They are able to
separate business and personal finance. They must know how to calculate profit.

When the business is able to employ a lot of people who are in turn able to support

their families.”
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Figure 3: Visual representation of the perception of Local Economic Development
officials regarding determinants of performance of Asian and Black-owned small
supermarkets
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Indicators Local Association Asian business Total
economic of business Business
development owners owners Shangaan
officials Speaking
n=5 n=5 n=14 n=6 n=36
a) Level of 1 2 3
inventory
b) Sustainable 3 3
turnover
c) Number of 1 1 1 3
employees
d) Size of the 3 3 12 2 23
market
e) Profit 2 2 1 2 9
f) Growth of 1 2 3
the
business
g) State of the 1 1
building
h) Healthy 2
cash flow
Situation
i) Survival of 1 1 2
the
business
over a long
time
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4.2.2 Size of the market

Three LED officials, three members of the ABO, twelve Asians, three Venda, and two Shangaan
speaking small supermarket owners believed that the number of customers patronising the
supermarket was an indication of whether the business was flourishing or not. Often large
numbers of customers satisfied with the goods on sale was a clear sign of positive performance.
The participants thought that goods should not be kept on the shelves for long periods. Asian
business owners emphasised the need for customers to be happy with the range of groceries
sold. They pointed out that a successful small supermarket should be one that is well-known and

well established, and kept consumers happy and free to support the business.

Another perception was that successful supermarkets enable their owners to attain their long and
short-term goals within set timeframes. The Shangaan speaking small supermarket owner
expressed a view highlighting the importance of size of supermarket and customer satisfaction

as a measure of business performance:

...... when there are customers and they are satisfied with the products. When

products are not just gathering dust on the shelves.”

4.2.3 Profit

Two members of the ABO, two officials from the LED, one Asian small business owner, two Venda
and two Shangaan speaking small supermarket owners singled out profit and growth as indicators
of performance of small supermarkets. Linked to this was the view that, for this to happen,
managers of small supermarkets should be able to manage funds and businesses effectively. A
Venda speaking participants was of the view that successful performance of a small supermarket
was possible if managers were able to distinguish between business and personal finances.
These participants also posed a humber of questions to explain how they gauged the ways in

which profit fits into the business performance matrix:

“Does it have stock? Are they getting profit? Is there a demand for their products?
If a person wants to buy, are products always available to customers? The

business must grow overtime.”
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An Asian small supermarket used another criterion:
“The number of people that we employ, the number of customers that come to buy

and the profit that we make.”

One member of the ABO used the sustainability and profitability criteria:

“Businesses that are performing are those that are sustainable and profitable.”

4.2.4 Growth

One LED official and two members of the ABO regarded growth to be an indicator of performance
of supermarkets. In this regard, they considered growth to cover expansion to other areas or an
increase in the variety of products sold. They reported such growth ported to result from the

increase in the demand of products and services. A member of the ABO further clarified this:

“l consider profit and growth...when it expands to other areas or in terms of other

products.”

A Venda speaking small supermarket owner added his view of growth in terms of effective
management and compensation of employees this:
“If it is growing, if it is not closing and the way the manager is operating and the

way employees are compensated.”

4.2.5 State of the building and the place

The Shangaan speaking supermarket owners suggested that one should look at the state of the
building where a business is conducted to determine whether it is successful or not. Apart from
this, the area where the supermarket operates also determines its performance. The better the
area where the business is located in terms of infrastructure, the more successful the business
is:
“I look at the building and state of the place. If everything looks good, | believe the
business is performing well. Another thing that | look at is the availability of stock

that satisfies customers.”
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4.2.6 Healthy cash flow situation

The two Venda-speaking supermarket owners emphasised a healthy cash flow as being a sign
of the viability of their businesses. They were of the view that a supermarket with a good cash
flow manages to pay for basic running expenses, such as electricity, municipal rates, and security.
They thought that having sufficient stock and realising profit also indicated that a supermarket
was performing well. Such supermarkets had many customers, a fact that enabled them to
compete effectively with other businesses, as one Venda speaking supermarket owner noted this
indication of success, and linked it with sustainability and survival of a business:

“When it does not owe, if it is able to pay for its current costs such as municipality
rates, electricity, and everything that needs to be paid including security. It must
also make profit. It must also be able to compete with other businesses and even
outperform its competitors. That is why this one that was started in 1978 and has

competed with all others is still standing.”

4.2.7 Survival

LED officials and members of the ABO regarded continuity or survival of the small supermarket
over a long period as another indicator of performance. In the course of the current study, all
participants groups revealed that many local supermarkets had already collapsed. Thus, a small
supermarket that continued to operate was likely to be breaking even or making a profit. A
member of the ABO clarified the reasons for the survival of a supermarket:

“f it is growing, if it is not closing and the way the manager is operating and the

way employees are compensated.”

A LED official added to this:
“Firstly it must have a sustainable turnover and it must have the ability to create

jobs.”
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4.3 Current levels of performance of small supermarkets in Thulamela Local Municipality

The officials 