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ABSTRACT 
Today, the main challenge of the Eastern Cape Province is unemployment. According 

to the report release by Statistics of South Africa in 2015 the unemployment rate among 

the youth in the Eastern Cape is forty one percent (41 %). 

The prime objective of the study was to investigate whether rural entrepreneurship 

contributes to poverty reduction in Amatole District Municipality (ADM). The study 

employed mixed research methodology. Face-to-face interview was utilized to collect 

the primary data from the research participants. The participants in this study were 

entrepreneurs, entrepreneur employees, customers (people who purchase goods and 

services from the entrepreneurs) and government officials. The purposive sampling 

charts and graphs were used to an 

The findings of the study reveale liUME~ m~r preneurship plays a crucial role in 

poverty reduction in the ADM throug ·on, skills transfer, and engagement in 

social responsibility an ai,intam f d:':Jf.J,.rrlJ.nl~ r ervices. However, rural 
Together in Excellence 

entrepreneurs face numerous challenges such as inadequate capital, lack of markets, 

poor infrastructure, high tax rate and crime. These challenges affected the role of rural 

entrepreneurship in reduction of poverty in ADM. 

Finally, the researcher recommends that the government should create a conducive 

environment for entrepreneurship development in rural areas. Entrepreneurship cannot 

develop independently and needs support from government. 
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CHAPTER ONE 

INTRODUCTION OF THE STUDY 

1.1. Introduction 

Poverty is one of the major problems of the world, particularly developing countries. 

Development (IFAD, 2011 ), seventy 

Africa, more than seventy perce(lt (70%} of p~o le I iv.in~ in poverty are also rural 
Un1vers1ty or ort ttare 

dwellers (Mbuli, 2008). Poverty meHJ'l&~IBffllivsff ure basic necessities of life, 

such as health, education, food and shelter (Todaro and Smith, 2003). 

Many countries have introduced numerous strategies for poverty alleviation in rural 

areas. Numerous scholars and policy makers have provided their opinions and argue 

that rural entrepreneurship is a key intervention strategy for poverty alleviation in rural 

areas (Petrin, 1994 ). Therefore, entrepreneurship is an important tool to address the 

problems of rural poverty. 

According to Ahmed, Khan and Ali (2012), "entrepreneurship development is the best 

mechanism to address the problem of poverty, unemployment, inequality, migration, 

poor utilization of resources and improving the living conditions of poor people". In the 

same vein, Petrin (1994) and Singer (2006) point out that the development of 
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entrepreneurship in a sustainable way has the potential to reduce poverty, increase 

economic productivity, investment, innovation, accumulative capital and the 

community's income. 

Petrin ( 1994) believes that rural development nowadays, more than ever before, is 

linked to entrepreneurship. Different organizations such as Non-Governmental 

Organisations (NGOs ), civil societies, development agencies, government agencies and 

individuals promoting rural development agree that entrepreneurship is a strategic 

development intervention to accelerat 

Development agencies see rural 

progress (Saxena, 2012). 

as a tool for employment 

tool for improving farm earQjugs~ and xvomen see it as an enormous employment 
un1vers1ty of Fort Hare 

possibility near to their homes, t tJ. • ff zl:Jt1 t::1~ ,t.t_J2l'"'~~I·P~t'1<e@lY and a reduced need for 

social support (Petrin, 1994 ). To all these different actors, however entrepreneurship 

stands as a vehicle to enhance the quality of life for individuals, families and 

communities and to sustain a healthy economy and environment. 

In countries such as China, Malaysia, India and Thailand, rural entrepreneurship has 

been recognized as a key intervention strategy for poverty alleviation (Ahmed et al., 

2012). In these countries, rural entrepreneurship has played a crucial role in creating 

jobs, increased household income, reducing poverty and improving the overall standard 

of living. Rural entrepreneurship activities have had a massive impact on the reduction 

of rural poverty. This is because it allows poor communities to enhance their income, 

accumulate assets, as well as enter into mainstream society. Rural entrepreneurship 

also provides goods and services at affordable costs to rural communities, and it also 

2 
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improves the rural economy by bringing growth and innovation to the community. 

According to the United Nations Industrial Development Organization (UNIDO, 2007) 

rural entrepreneurship is crucial for rural economic growth, and its success can assist 

decrease poverty, unemployment, crime and inequality and improve the living standard 

of the communities. 

Petrin ( 1994) argues that rural entrepreneurship is the foundation of rural economic 

development because it creates new markets, new industries and new technology. 

Rural entrepreneurship contributes 

sustainable employment creation as 

revenue generation, 

creation. According to Saxena 

by solving the problems of ROverjy, unefl)ployrµent, ineg,L4-ality, low economic activity, 
Un1vers1ty or Fort ttare 

and poor- utilization of local resourc65ta':iit11ilf&tt ~.:.A_t' . ..., • .,,Lllf~iln~~ndards of living. 

Poverty alleviation is possible through establishment of entrepreneurship. Nwachukwu 

and Ezeh (2007) argue that entrepreneurship is a major tool for combating poverty, 

hunger, unemployment, inequality, crime and achieving economic prosperity at the 

grassroots level. Observably, there is a positive relationship between entrepreneurship 

activity and decline in poverty rates (Slivinski, 2012). Once again, Slivinski argues that a 

one percent (1 %) increase in the rate of entrepreneurship causes a two percent (2%) 

decline in the poverty rate. Additionally, entrepreneurship activity helps to diversify 

economic activities, avoid reliance on mono-production as well as improving the quality 

of living (Bryden and Hart, 2005). The reason for these changes is because 
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entrepreneurship engages in different activities such as agro-food, leisure, carpentry, 

health, education and tourism. 

Due to the high level of poverty and unemployment in South Africa, the promotion of 

entrepreneurship remains an important priority strategy for the government of South 

Africa. According to Aguero and May (2007), more than half of the population in South 

Africa live below the poverty line, thereby surviving on less than US$ 2 per day; with 

South Africa, many rural areas 

always remain poor, impoverished, und d less inhabited. 

Mbuli (2008) believes that about seve 0%) of people in rural areas are 

living in poverty, compared to aqout thi(ty percent (30°lol of people in urban areas. 
Un1vers1ty of Fort Hare 

Poverty among female-headed ho • i J .A..:J""'·""""'"~""'. stimated that three quarters 

of children in the rural areas live in households with incomes below the minimum 

subsistence level. They are characterised by low levels of literacy and education, lack of 

access to water and sanitation, health care and few employment opportunities, and this 

results in high levels of under-malnutrition and mortality. This is the reality of Ciskei and 

Transkei, which are former homelands where this study is based. According to Fort 

Hare Institute of Social and Economic Research (FHISER and Development Research 

Africa (ORA), 2006), two thirds of rural households Ciskei and Transkei do not have 

access to water and sanitation because nearly half of them use dam river or spring 

water, and another fifteen percent (15%) have to walk more than two hundred (200) 

metres to communal stand-pipes. 

4 



 

 

There are numerous reasons behind the high level of poverty in South Africa, and one 

of them is the high unemployment rate. According to the Department of Trade and 

Industry (DTI, 2013), the official unemployment rate in South Africa stands at twenty five 

percent (25%) and is mainly responsible for poverty, crime and Human 

Immunodeficiency Virus/Acquired Immune Deficiency Syndrome (HIV/AIDS).The 

unemployment rate in South Africa is high among the youth and constitutes seventy 

three percent (73%) of the total unemployment figure in the country. The ratio of youth-

to-adult unemployment is 1 :3. About fo 

age of 30 are unemployed, compared t{;) 

over the age of 30. Only one in eight 

42%) of young people under the 

enteen percent (17%) of adults 

under the age of 25 has a job, 

compared with forty percent (40%) in mos - ........ ~ · g economies similar to South Africa 

(DTI, 2013).The nature of un if al lf' r""'!l,.,= --:::m,....""\!!:tt"'"l't'Or-biased. For instance, 
Together in Excellence 

more females than males and more blacks than White, Indians and Coloured are 

unemployed. 

The implication of the above statistics is that poverty reduction and job creation remains 

the greatest challenge facing the South African government. Since the advent of 

democracy in South Africa in 1994, the government has recognized entrepreneurship 

development as the key intervention strategy for poverty alleviation in the country. 

Entrepreneurship plays a crucial role in absorbing the growth of unemployment in rural 

areas. Van Vuuren and Groenewald (2007) confirm that the promotion of 

entrepreneurship in South Africa has huge role to solve the problems of poverty, 

inequality, low economic growth and unemployment. 
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Entrepreneurship plays a significant role in people's efforts to meet basic needs and 

helps marginalized groups like female heads of households, disabled people and rural 

families. Ndabeni (2005) argues that entrepreneurship is a major sphere for 

employment-creation and fostering sustainable livelihoods in rural areas. It is the only 

terrain in which the rural poor are able to create their livelihoods and support their 

families. 

However, compared to other developing countries, South Africa has the lowest 

entrepreneurship activity despite th 

unemployment (Turton and Herrington, 

high levels of poverty and 

akes South Africa's economy to 

rural communities. Van Aardt and BezuiQenhou ar ue that South Africans are 
University o are 

neither educated nor socialized t rDE1£0trn~ #. fllE9HeiEfffi~W~-- The segregation policy of 

apartheid has dampened the entrepreneurial spirit of black South Africans and their 

motivation towards self-employment and innovation because they were denied access 

to business ownership, employment and skills development (Ngcamu, 2002).This has 

exacerbated the current lack of entrepreneurial spirit among the youths. The Global 

Entrepreneurship Monitor (GEM) report indicates that it is only six percent (6%) of the 

South African youths who are involved in entrepreneurial activities despite the fact that 

forty one point two percent (41.2%) of the entire population are youths (Herrington, Kew 

and Kew, 2010). 

The entrepreneurial activity distribution among the provinces in South Africa is unequal. 

The Gauteng Province has the highest entrepreneurial activity compared to the rest of 

provinces in South Africa (Turton and Herrington, 2012). Gauteng, KwaZulu-Natal and 
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the Eastern Cape are the three provinces with the highest entrepreneurial activity and 

combined, they account for almost half of the early-stage entrepreneurial activity in 

South Africa (Turton and Herrington, 2012). 

The Eastern Cape Province has relatively better entrepreneurial activity compared to 

Northern Cape, Limpopo, Free State and Mpumalanga Provinces. Small businesses 

play a crucial role in the provincial economy. According to Eastern Cape Development 

Cooperation (ECDC, 2010), sixty two percent (62%) of the new jobs created in the 

fourth quarter of 2009 were generat 

employers in this sector are wholesale 

ADM falls under the Eastern Cape Prov· 

Province, between Port Alfr d _... .. , .... ... ,..,..,.. ,, .... 

transformed local elections in 200 

'llMt".~ "" ' .. rm ,I business sector, and the major 

·s and construction activities. 

situated with in the Eastern Cape 

\/\Le,IJ...,.,. ... 'J',c-1,..-lb lished after the first 

• -&cfrtiif{~Y.flhe former larger parts of the 

Ciskei and Transkei homelands. ADM has better rural entrepreneurship activities in the 

province. According to Integrated Development Plan (IDP) review (2009-2010), ADM 

has the highest number of entrepreneurs within the Eastern Cape Province estimated at 

67,000 entrepreneurs (small businesses). Therefore, this study intended to investigate 

whether rural entrepreneurship contributes to poverty reduction in ADM households 

through employment creation, income generation, access to basic goods and services 

and skills transfer. Rural entrepreneurship means economic activity which involves 

small businesses in rural areas by a group of people or individuals who introduce new 

products, services or a new market (Petrin, 1994 ). The researcher targeted 

entrepreneurs who engaged in food items, clothing, shoes and salon trades. 
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1.2. Statement of the problem 

Many rural areas within ADM in the Eastern Cape Province of South Africa experience 

high levels of poverty despite the existence of many entrepreneurs. Rural areas suffer 

high rates of poverty (lack of income, shortage of skills and lack of access to goods and 

services), food insecurity, unemployment, death, injury and illness. The poverty rate in 

rural areas of the Eastern Cape Province is higher than the National average and is 

estimated at more than seventy three percent (73%) Westaway, 2012). The high 

incidence of poverty among the rural c 

attributed to economic neglect of t 

(Westway, 2012). Their incomes are 

sufficiently vibrant to provide them employ t o 

lands of Transkei and Ciskei 

cause the rural economy is not 

University of Fort Hare 
Although entrepreneurship has be • d z • tervention strategy for rural 

poverty alleviation in South Africa, the rate of poverty is still high in the ADM. Many 

ADM communities do not have enough income to meet their basic needs such as 

health, education, electricity, water and sanitation. The percentage of people living 

below the poverty line in ADM is higher than the other districts of the Eastern Cape 

Province. According to the IDP review (2009-2010), seventy seven percent (77%) of 

the population in ADM are living below the poverty line, and fifty five point one (55.1 % ) 

of the population in the district are also unemployed, and this results in high 

dependency households on aid and social grants. A large number sixty six percent 

(66%) of the ADM households survive on pensions or grants from the government 

despite the existence of many entrepreneurs. The contributing factor to high level of 
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poverty in ADM can be attributed to low level of education, unemployment, lack of 

market opportunities and lack of access to infrastructure (IDP review, 2009-2010). 

According to the IDP review (2009-2010), ADM has the highest number of 

entrepreneurs in the Eastern Cape Province estimated at more than 67, 000. The 

majority of the businesses are unregistered and operate as sole traders. These are 

spaza shops, hair salons, general traders, shoe repairers and caterers. 

entrepreneurs among the rural commu i • 

on the challenges facing entrepreneur 

finance services limited the establishme 

(Saxena, 2012). On the other 

investigated. Previous research 

s indicated that finance and non-

h of entrepreneurs in rural areas 

13 th.er in E cellence . -also suggest that lack of success Of repreneurs Ip can also be influenced by lack of 

entrepreneurship culture. This study, therefore, intends to investigate the extent to 

which rural entrepreneurship has helped to reduce rural poverty in ADM. 

1.3. Research questions 

• How does rural entrepreneurship contribute to reduction of poverty in ADM? 

• Does the rural entrepreneurship in ADM create employment and income 

generation? 

• What is the role of rural entrepreneurship in skills transfer and availability of 

cheaper goods in ADM? 

• What are the main challenges of rural entrepreneurship development in ADM? 
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1.4. Objectives of the study 

The overall objective of this study is to investigate whether rural entrepreneurship 

contributes to poverty reduction in ADM. The sub- objectives of this study are to: 

• Examine the employment creation and income generation in ADM by rural 

entrepreneurship. 

• Examine the skill transfer and availability of cheaper goods in ADM by rural 

entrepreneurship. 

• Establish the challenges faced b eurship in running their 

businesses. 

poverty in ADM. University of Fort Hare 
Together in Excellence 

1.5. Significance of the study _ 

Rural poverty has become the greatest issues in many countries around the world, 

particularly in developing countries. A large number of world populations live under the 

poverty line without access to basic needs such as education, health, food and shelter. 

Policy makers and development practitioners have come out with many strategies for 

poverty alleviation in rural areas. Entrepreneurship development has been recognized 

as one of the key intervention strategies for poverty alleviation in rural areas (Petrin, 

1994 ). Entrepreneurship development is an important tool to ending poverty and 

bringing income opportunities for the majority of the poor. Entrepreneurship is an 

effective instrument in solving numerous economic and social challenges such as 

poverty, unemployment, inequality, crime and migration. The International Labour 
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Organization (ILO, 2006) argues that entrepreneurship plays a significant role in poverty 

reduction through employment creation as well as income generation for the poor 

people to purchase goods and services. 

According to Singer (2006), entrepreneurship is the best mechanism for poverty 

alleviation in all parts of the world. Entrepreneurship activity aids economic growth, job 

creation, investment, wealth creation and trade. Ahmed et al., (2012) argue th?3t _ 

entrepreneurship is the only solution to the problems of poverty, unemployment, 

inequality, migration and low econo i 

entrepreneurship in South Africa ha 

areas. The development of 

ct in fighting against poverty, 

s,r+aB~11e~®t>r"TA-eIt-l!I-rlli0nners, policy makers, Therefore, the findings of th1 

decision makers and various other ~ t er.1• in E cellenc d th . .f. f 1 e o ffers o unaers an e s1grn 1cance o rura 

entrepreneurship in reducing poverty. Government agencies and business development 

agencies are expected to benefit from the findings of this study to come up with new 

strategies and policies to promote entrepreneurship in rural areas. In addition to this, it 

will contribute to knowledge about entrepreneurship as a path for development in Sub-

Saharan countries, particularly in South Africa, as a developing country that seeks to 

develop socially and economically. 

The outcome of this study will also assist towards an understanding of how sustainable 

rural entrepreneurship development can promote socio-economic transformation in 

South Africa. Socio-economic transformation is all about seeking to bring about 

improvement in the living conditions of the mass population (farmers, artisans, tenants 
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and landless). It is also expected that the findings of this study will come up with 

recommendations that might be helpful in reducing poverty in ADM. Finally, the results 

of this study will serve as a source of information for researchers who intend to carry out 

further research. 

1.6. Organisation of chapters 

This study consists five chapters: 

Chapter 1 is the introductory chapLgJ:...-a-r::lQ..-..(;g~s., the background of the study, 

statement of the problem, objectives ell as significance of the study. 

Chapter 2 presents literature revie on conceptual issues (poverty, 

entrepreneurship and rural ity), theoret1 nd empirical evidence. Chapter 3 

deals with the research met nation of the research 

procedures and techniques adopt , this chapter discusses the 

various methods of collecting and analysing data adopted by the study and also 

highlights the reason for using and choosing these research methods. Chapter 4 

presents interpretation, analysis as well as findings of data. Chapter 5 provides the 

conclusion as well as recommendations. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1. Introduction 

The previous chapter presented the introduction and background of the study, 

statement of the problem, and objective of the study as well as significance of the study. 

This chapter, therefore, discusses the concepts and theoretical issues that are used in 

entrepreneurship and poverty. Finally, 

entrepreneurship and poverty reduction 

2.2. The concept of rurality 

• • ion of concepts such as rurality, 

s presents empirical literature on 

• - Uni ersit of Fort Hare 
Rural areas, throughout the w dh c, are to l rban areas, are economically o~ er e zn xce ence 
disadvantaged. Rural areas have less access to social services such as education, 

health and water and sanitation. Rural areas share some common characteristics such 

as populations that are spatially dispersed, limited infrastructure and opportunities for 

resource mobilization. Organizations, individuals and countries use different variables to 

define rural areas. Population size, type of economic activities and population density 

are mostly used to distinguish rural from urban areas. However, the definition of the 

term rural has been disputed for many years among various institutions and individuals. 

Frasier (2009) has argued that rural places are those that are sparsely settled away 

from the influence of large cities and towns where people live in villages, on farms, in 

isolated places and are mainly characterised by primary economic activities. Similarly, 

Atchoarena and Gasperini (2003) define rural areas as areas where human settlement 

13 



 

 

and infrastructure occupy only a small share of the landscape, where the environment is 

dominated by pastures, forests, mountains, deserts, as well as low population density 

with most people engaged in farm activities. 

For the purpose of this study, rural is defined as an area which is highly exploited and 

marginalised as well as where the oppressed live, whether they are in towns such as 

Soweto or in villages such as the Valley of a Thousand Hills (Porteus and Nabudere, 

2006). 

2.3. The concept of entrepreneurshi 

Anderson (2002:2) claims that the ter 

word 'entreprendre' and the German 

undertake'. The term "entre rEeiK~rr 

theory by Cantillon (1755), 

prominence. 

u ship originated from the French 

', both of which mean 'to 

oduced into economic 

the term entrepreneur 

In the early 17th century, the term entrepreneur was applied to other types of areas, 

mainly civil engineering, for example, construction of roads, bridges, and buildings. 

Priests were typical entrepreneurs in the 17th century. Priests were in charge of great 

architectural works such as castles and fortifications, public buildings, abbeys and 

cathedrals (Hoselitz, 1960). 

The Industrial Revolution during the 18th century popularized entrepreneurship 

development due to favourable business climate. The term entrepreneur was applied to 

business and merchants, farmers and craftsmen. Many of the inventions developed 
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during this period and a number of innovators such as Edison and Whitney were seen 

as potential entrepreneurs (Hisrich, Michael and Shepherd, 2005). 

The 19th and 20th century entrepreneur was viewed as an innovator. Joseph 

Schumpeter was an important economist who developed the theory of entrepreneurship 

in 1912s and Schumpeter saw entrepreneur as an individual who introduces new 

innovation to the economy (a new product, services or a new market). 

debated among scholars, policy maker 

the early 1700s. To some, entrepren 

rs since the concept emerged in 

rimarily innovation; to others, it 

starting, owning and managin a--smiHJ-d~i~E~SS nT"JIC"l"'\r"I I LL..ilL1r a1 ivw 10'.Rt d Rogers, 1994 ). 

Together in Excellence 
Similarly, Petrin (1994) defines an entrepreneur as a person who either creates new 

combinations of production factors such as new method of production, new products, 

new markets, finds new sources of supply and new organizational forms; or as a person 

who is willing to take risks; or a person who, by exploiting market opportunities, 

eliminates disequilibrium between aggregate supply and aggregate demand, or as one 

who owns and operates a business. 

Coulter (2001) defines entrepreneurship as the process whereby an individual or a 

group of individuals use organised efforts and means to pursue opportunities to create 

value and growth by fulfilling wants and needs through innovation and uniqueness, no 

matter what resources are currently controlled. 
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In this study, entrepreneurship is defined as an attempt to create a new business 

enterprise by an individual or group of people that introduces a new product, services or 

creates a new market (Petrin, 1994 ). Therefore, the concept of rural entrepreneurship 

arises as a result of the linkages between the concept of entrepreneurship and rurality. 

Rural entrepreneurship implies entrepreneurship emerging in rural areas. Rural 

entrepreneurship can be defined as creation of a new business in rural areas by an 

individual or group of people who introduce a new product, services or market. 

Therefore, rural entrepreneur means 

areas to contribute to the local wealth c 

2.4. The concept of poverty 

rate small business in the rural 

~ job creation and innovation. 

University of Fort Hare 
There are a number of debates c • • • • f poverty. Unfortunately, no 

. consensus has been reached. Poverty is a multi-dimensional phenomenon that has 

different meanings for different people. As stated by Meier (1989), poverty is a multi-

dimensional concept, and there is no general accepted definition of what constitutes 

poverty. Its definition is varies among development practitioners, researchers, 

governments, multi-national corporations and non-governmental organisations due to 

the nature, magnitude and causes of poverty which differ across regions and nations of 

the world. 

To some groups, poverty means lack of income; to others, it means lack of basic needs; 

to others, it means lack of human development (UNDP, 2006). Similarly, Sen (1999) 

defines poverty as the failure to achieve basic capabilities such as being adequately 
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nourished, living a healthy life, possession of skills to participate in economic and social 

life and permission to take part in community activities. 

Todaro and Smith (2003) define poverty as having insufficient income to secure basic 

necessities of life such as food, clean water, education, health, clothing and shelter. The 

ILO (2006) also defines poverty as lack of material derivation (food, water, health and 

education) and non-material derivation such as lack of rights, insecurity, powerlessness, 

indignity and lack of participation. 

In general, poverty is categorized as 

can be seen as poverty when people d 

health, food, pure water and electricity 

exists when people are po 

enough money to meet their basic--h~l~H'e-

lative poverty. Absolute poverty 

basic needs, such as education, 

tive poverty can be poverty that 

m, but still may have 

For the purpose of this study, poverty is defined as lack of income to secure basic 

necessities of life (education, health, shelter and food) as well as lack of skills. 

2.5. The role of entrepreneurship in poverty reduction 

Poverty is among the biggest challenges in the world today. According to the World 

Business Council for Sustainable Development (WBCSD, 2011 ), nearly half of the world 

population live on less than US$ 2 per day and the majority of the poor live in rural 

areas. 

Policy makers and development planners have introduced many strategies for poverty 

alleviation. Rural entrepreneurship has received significant attention as a key 

17 



 

 

intervention strategy for poverty alleviation. Entrepreneurship development, at all levels 

of the population, is crucial to alleviate poverty, unemployment and improving economic 

growth. Peterson (1998) sees entrepreneurship as the best mechanism to all kinds of 

economic and social ailments in both developed and developing countries. Van Praag 

and Versloot (2007), in their analysis of fifty seven studies, conclude that entrepreneurs 

play a crucial role in the economy through employment creation, improvement of market 

activity and innovation. Similarly, Ayyagari , Beck and Demirguc-Kunt (2007:429), in a 

study of seventy six countries, found t mall businesses constitute sixty 

for twenty six percent (26%) of the Gr roduct (GDP) in their sample of 

developed and developing countries. 

· University of Fort Hare 
Entrepreneurship is a key to econ • t • l @eSS helps to reduce poverty 

and improve living standards as well as educational levels. Saxena (2012) attempted to 

examine the role of rural entrepreneurship in reducing rural poverty in India. The results 

revealed that rural entrepreneurship solved the problems of rural poverty, 

unemployment, lack of economic diversity, low economic growth and low levels of living 

standard. It also drives innovation, income redistribution, knowledge and technological 

advancement. Petrin (1994) argues that rural entrepreneurship is, more than ever 

before, linked to rural development. It is a vehicle to improve the quality of life for 

individuals, families, and communities in order to sustain a healthy economy and 

envi ran ment. 

Research conducted by Ahmed et al. (2011) found that rural entrepreneurship has 

reduced poverty, unemployment and has improved economic growth. Entrepreneurship 
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activities in rural areas provide a number of benefits such as labour intensity, urban-

migration reduction, and enhancement of living standards. Rural non-farm economy 

(mostly entrepreneurship) plays a significant role in wealth creation, income generation, 

poverty reduction, job creation and well-being. Many rural households earn their income 

from non-farm sources. Currently, non-farm activities (which are mostly small 

businesses) contribute forty two percent (42%), forty percent (40%) and thirty two 

percent (32%) of rural household incomes in Africa, Latin America and Asia respectively 

(UNIDO, 2006). This can assist rural 

health, food, education, electricity and 

eet their basic needs such as 

areas is an important factor for poverty reduc I0n, job creation, wealth creation, market 
University of Fort Hare 

creation as well as local economy • • • t" 'E 'l! further argues that one of 

the possible ways to improve living standards of the poor people in rural areas is by 

encouraging them to become entrepreneurs. Entrepreneurship plays an eminent role in 

creating employment for rural communities as well as enhances the economic status of 

the rural sector. Entrepreneurship ensures the utilization of local resources, market 

competition and expansion of economic activity. Adenutsi (2009) concludes that 

entrepreneurship plays a critical role in the growth and development of local industries 

through the processing of local raw materials into finished and semi-finished goods for 

the domestic and foreign markets. It also improves rural economic productivity through 

the utilization of improved and cost-effective technology. 

A study conducted by Turton and Herrington (2012) indicates that entrepreneurship 

plays a vital role in economic development because entrepreneurs create new 
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businesses; new businesses create jobs, provide people with a variety of products and 

services, intensify competition and increase productivity through technological change. 

Entrepreneurship development is the most important factor for boosting employment 

and income opportunities for the poor as well as for ensuring the provision of basic 

services and social protection. As observed by UNIDO (2006), the development of 

entrepreneurship is an important source of employment, especially for disadvantaged 

groups of people that encounter difficulties in securing employment in the formal labour 

market such as women , ch ildren, the el 

Adenutsi (2009) argues that countries t-t1µw-tnr.ar.rt-P11::c, te sector participation and large 

capitalist classes such as the United 8!2~~~ffle ca (USA), Canada, the United 

Kingdom (UK), Germany, France and Japan are more developed than those from Latin 
University of Fort Hare 

America, South East Asia and S v-.'M'l•~IPl<tt:4i • • e of high entrepreneurship 

activity. Adenutsi (2009) fu rther argues that the world economy is now driven by market 

processes and entrepreneurial activities than ever before. 

The relationship between entrepreneurship and poverty reduction is positive. Various 

studies in many countries around the globe have indicated that countries with a large 

share of entrepreneurs have bigger declines in poverty rate. A survey carried out in 

many rural areas in the United State of America indicated that a number of people had 

escaped poverty by starting small business (Sliviski, 2012) and their living standard had 

improved due to generation of income from entrepreneurial activities, therefore, many 

rural people were able to meet their basic needs such as food, health, education and 

shelter. 
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In developing countries, entrepreneurship has immense potential to economic growth 

and sustainable development. Entrepreneurship is the key intervention strategy to 

ending poverty, unemployment, inequality and brings income opportunities for the 

majority of the poor. A survey was carried out by the World Bank (2006) with 600 000 

people in over 50 developing countries to examine the role of entrepreneurship in 

poverty reduction. From the survey, most participants indicated that they had improved 

their living standards due to engagement in entrepreneurship activities. 

poverty and job creation in developin 

ost successful countries in the 

world in reducing poverty due to entrepreneurship activity. Entrepreneurship activity 
University of Fort Hare 

does not only create jobs but als , , .Jci)ot~\:~J=i,ii',!J,~ , .. • l\dJIY,\.M,dAJds in community, including 

goods consumed by poor people. Entrepreneurs are the main source of taxes from 

which governments can use to empower the poor through investments in health, 

education and other public goods as well as through direct income transfers (Smith, 

2005). 

Singer (2006) believes that entrepreneurship is the best mechanism for poverty 

alleviation. Entrepreneurship contributes to poverty reduction, job creation and also 

creates new markets, new industries and new technology. Empirical evidence indicates 

that entrepreneurship development is a key intervention strategy for poverty alleviation 

in countries such as China, Malaysia, India and Thailand (Ahmed et al., 2011 ). 
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Hussain, Bhuiyan and Bakar (2014) found that small businesses consist of ninety one to 

ninety three percent (91-93%) of the total industrial establishments in countries such as 

Singapore, Taiwan, Thailand and South Korea and contribute sixty one percent (61 %) 

to the employment sector. Similarly, in developed countries, small businesses consist of 

ninety nine percent (99%) of the total private businesses and employ approximately fifty 

three percent (53%) of the workforce (Reijonen and Komppula, 2007:689). In Australia, 

small businesses account for seventy three percent (73%) of the total private business 

of the country, and the sector contribut 

of the country. In addition , in 2004 a 

$23.8 billion to the GDP figure of the A 

1 percent (46%) to the total GDP 

usinesses added an amount of 

y (Ergas and Orr, 2007). 

In Bangladesh, rural entrepreneurship has een recognized as a key intervention 
University of Fort Hare 

strategy for poverty alleviation u •·~l,,,iltt,~ e ......... ., ... "'"' .. ,le 0). Rural entrepreneurship 

contributes a crucial role in the socio-economic development of the country. In 

Bangladesh, small enterprises contribute twenty to twenty five percent (20-25%) of the 

total GDP of the country. Entrepreneurship not only reduces rural poverty but also 

creates employment and income for youths, enhances investment and improves the 

quality life of the poor people. 

Entrepreneurial activity alleviates poverty, empowers rural women and mobilizes local 

resources. It also allows poor people to increase their income, assets and savings. 

Studies report that more than fifty percent (50%) of households in Sub-Saharan African 

countries (Ethiopia, Malawi, Tanzania and Uganda) are generating their income from 

non-farm enterprises (Davis, Winters and Carletta, 2010). Entrepreneurship contributes 

to job creation and providing employment, training, skills and experience for young 
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people. It has been reported that entrepreneurs in Africa are the most important 

apprenticeship providers to the poor people and provide the most important learning 

experience than schooling and other forms of education. Approximately seventy percent 

(70%) of all workers in Africa in the urban informal sector have been trained through 

traditional apprenticeships (UNIDO, 2006). 

Entrepreneurship aids innovation, investment, market competition and revenue 

generation (ILO, 2006). In turn, taxation allows governments to fund pro-poor service 

c icity. Entrepreneurs are the key 

providers of goods and services for th 

flow of goods and services between urban an rural areas. The poor can benefit when 
Universi of Fort Hare 

entrepreneurs operating in compe • • ~.~1.~~-~~· - ,~ ic goods such as food and 

clothing at a low cost, thereby keeping down the cost of living. 

In conclusion, previous studies in both developed and developing countries have 

shown that rural entrepreneurship is an important tool for poverty alleviation, economic 

growth, job creation, increasing trade activity, providing goods and services to the poor 

and generating tax revenue to fund basic public services such as education, health and 

electricity. 

2. 6. The role of entrepreneurship in the South African economy 

The challenges facing South Africa are immense. The growing poverty and 

unemployment have remained the biggest challenge for the country. According to the 
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Statistics South Africa (SSA, 2014), more than half of the population of South Africa are 

living in poverty, and the number of people living below the food line increased to 15.8 

million in 2009 from 12.6 million in 2006. 

Poverty in South Africa is rural based. Poverty remains extremely high in rural areas 

compared to urban areas. According to Mbuli (2008), seventy percent (70%) of the 

people living in rural areas are living in poverty compared to about thirty percent (30%) 

of people in urban areas. This high rate of poverty in South Africa is attributed to lack of 

employment opportunities. According 13), the unemployment rate in 

r ent (25%) for many years, and 

of entrepreneurship in South Africa has potential to address the growing 
Universit of Fort Hare 

unemployment in the country (Nda • ~n Excellence 

Small businesses play a major role in the South Africa economy through employment 

creation and income generation. Agupusi (2007) argues that the high level of poverty in 

South Africa is attributed partly to the jobless growth of the economy, and has led to an 

emphasis on small business development as a catalyst for job creation and poverty 

alleviation. Small businesses create job opportunities, innovations, marketing activities 

and sustainable economic development. Ngcamu (2002) believes that the socio-

economic challenges in South Africa can be addressed through entrepreneurship 

development. 

Historically, the economy of South Africa has been dominated by large corporations and 

public sectors. The apartheid government has not given attention to the development of 
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small business in South Africa. During the apartheid era, black South Africans were 

largely prevented from owning property (Herrington et al., 2009). Following the advent 

of democracy in 1994, the development and support of entrepreneurship in South Africa 

has received a significant attention. The government of South Africa has acknowledged 

that the development of entrepreneurship is a good intervention strategy for poverty 

alleviation. The current entrepreneurship policy includes all South Africans regardless of 

race, colour, and religion to initiate and develop enterprises throughout South Africa in 

order to bring economic growth and de 

has moved from a few selected indivi 

local community of the country. 

evelopment of entrepreneurship 

strategy that incorporates every 

Entrepreneurship plays a crucial role in the African economy. Entrepreneurship 
University of Fort Hare 

activity improves the rural econom • j • ies, innovations, markets as 

well as wealth . Rural entrepreneurship encourages diversification of rural livelihood 

activities and improves local living standards. Von Broembsen, (2008) argues that 

small businesses provide employment to rural communities, especially disadvantaged 

groups such as women and youth who are unable to secure employment in the formal 

sector due to lack of skills and education. The entrepreneurship activity in South Africa 

has a potential to take many people from the street into the main economy. It provides 

more jobs and improves the livelihood of families, marketing activities and economic 

competitiveness. A study of a rural economy in KwaZulu-Natal (conducted in five areas: 

Skhonyana, Mcambini, Amahlubi, Amanyuswa and Umzumbe) focused on rural micro-

enterprises showed that rural micro-enterprises employed 175 000 adults (Mbhele and 

Aliber's, 2005). 
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Entrepreneurship plays a significant role in fighting poverty, joblessness and inequality, 

particularly among vulnerable groups such as youth, female heads of households, 

disabled people and rural families (Ngcamu, 2002). A survey undertaken by Rwelamira 

and Mthethwa (1999) in rural villages in the former homeland areas of the North West 

Province indicated that a large number of entrepreneurs were engaged in various 

entrepreneurship activities such as small-scale agriculture, manufacturing, construction 

and transport. They were able to produce different kinds of products (food and non-food 

items) which are mainly used by peopl 1 

their basic needs. 

joblessness and to alleviate poverty in r 
Universi 

entrepreneurship is the vehicle 9,,_,,..,,_ 

eas, thus enabling them to meet 

areas of South Africa. Undeniably, 
of Fort Hare 

z • thus generating revenue, 

advancing innovation and enhancing productivity (Turton and Herrington, 2012). 

Further, Botha, Nieman and Van Vuuren (2007) add that entrepreneurship is the critical 

path to the problems of poverty, unemployment and low economic growth. 

Entrepreneurs create new markets, investment and business and leads to poverty 

alleviation. Similarly, scholars such as Minniti (2008), Carree and Thurik (2002), in their 

studies, concluded that entrepreneurship helps to combat poverty, offer employment, 

foster economic growth and development. Entrepreneurial activities allow poor 

households to earn an income through the supply of individual labour. Small businesses 

make up about ninety five percent (95%) of all businesses in South Africa (DTI, 2004). 

The small business sector in South Africa contributes about forty five percent (45%) to 

fifty percent (50%) to the GDP. The other half is contributed by large enterprises and the 
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public sector. On the employment side, small businesses absorb between fifty percent 

(50%) and sixty percent (60%) of the labour force. 

2. 7. The present entrepreneurship environment in South Africa 

The current global business environment is characterized by changes due to 

grew by twenty seven percen ( ')(_JrkjLtd'l.c\l~tu,t re 
Together in Excellence 

The role of small businesses in poverty alleviation, job creation and economic 

empowerment is highly recognized, regardless of whether they are operated in urban or 

rural areas or owned by women and men (DTI, 2004). In 1995, the government adopted 

the White Paper on the National Strategy for the Development and Promotion of Small 

Business in South Africa. The White Paper created an enabling environment for the 

growth of entrepreneurship throughout the country. Since the adoption of the White 

Paper, a number of institutions such as Small Enterprise Development Agency (SEDA), 

Khula Enterprise Finance and Ntsika Enterprise Promotion were established to provide 

financial and non-financial support for entrepreneurs. 

However, South Africa is still lagging behind developing countries in terms of 

entrepreneurship activities. Luiz and Mariotti (2011) confirm that entrepreneurship 
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activity in South Africa is the lowest compared to developing countries. This statement 

is supported by Bosma and Levie (2009) who argue that the total early stage of 

entrepreneurial rates in South Africa has only reached approximately half of the rates in 

other developing countries. Small businesses in Asia make up ninety five percent (95%) 

of all the businesses and employ eighty percent (80%) of the labour force while in South 

Africa, they employ only forty seven percent (47%) of the economically active population 

(Luiz and Mariotti, 2011 ). 

A very small section of young South olved in entrepreneurial activities 

Global Entrepreneurship Monitor repo 

young people in South Africa engaged in en eneurial activities or self-employed is 
UniversiIT of Fort Hare 

significantly low at about six perc fin~ ~~~-~:~~'!"!:~' n>-'t"'~h population in the country 

(Herrington et al., 2010). Table 2.1 below shows the involvement in early-stage 

entrepreneurial activity by age. 

Table 2.1: Involvement in early-stage entrepreneurial activity by age 

Age category 2005 2006 2007 2008 2009 

18-24 years 16% 22% 17% 17% 20% 

25-34 years 30% 31% 27% 26% 36% 

35-44 years 25% 24% 23% 28% 24% 

45-54 years 14% 13% 24% 21% 14% 

55-64 years 15% 10% 9% 8% 6% 

Source: GEM 2010 
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The above table 2.1 shows that South Africans between 25 and 34 years of age are 

successful entrepreneurially and in 2010, accounted for thirty six percent (36%) of all 

early-stage entrepreneurial activity. In contrast, young entrepreneurs aged between 18 

and 24 have low entrepreneurial activities and accounted for twenty percent (20%) 

entrepreneurial activity. 

The rate of entrepreneurship activities among countries can be influenced by culture 

and social aspects. Each country is characterized by certain cu ltural beliefs, social 

entrepreneurship activities among the n.1z:..t:~~l'--..t.1::~ ountry. Herrington et al., (2009) 

argue that the low level of entreprene s ~ ~'EF;~~J frica might not be as a result of 

the lack of opportunities, infrastructure or ven e capital that characterizes other Sub-
University of Fort Hare 

Saharan African countries but mig wRonii•b~""N'Yi - • sues. 

Most black South Africans are not socialized or educated to become entrepreneurs. A 

recent survey indicates that about sixty six point six percent (66.6%) of the formal sector 

employers and self- employed in South Africa are white, compared to twenty one point 

three percent (21.3%) African, five point two percent (5.2%) Coloured and six point nine 

percent (6.9%) Asian (DTI, 2004). According Ngcamu (2002), the apartheid government 

did not invest in education among black South Africans. They were prohibited access to 

employment, skills development, business ownership as well as to basic social and 

physical infrastructure. This has created a black culture of dependency throughout 

South Africa which implies that job creation is viewed as the government's 

responsibility. 
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During the colonial and apartheid eras a number of legislation were passed to restrict 

black South Africans who wanted to become entrepreneurs. The Mine and Works Act 

(1911 ), Native's Land Act (1913), Native Urban Areas Act (1923), Natives Resettlement 

Act (1945) and Regulations Governing Black Business in Urban Areas Act (1962) were 

some of the laws and regulations that were passed by the apartheid government to 

restrict black entrepreneurship development. As a result of this, entrepreneurship 

activity in South Africa is low compared to developing countries. The Global 

Entrepreneurship Monitor report show 

South Africa is eight point nine percent 

for all efficiency-driven economies ( ele 

average for all middle to low-income 

ntrepreneurship activity (TEA) in 

significantly lower than average 

point six percent (15.6%) 
. 

(Herrington et al., 2010). Ho,l,~n1-, 1t1~~c;i,1 o •'""u.,-.a.l activity in South Africa 
Together in Excellence 

has increased over the previous years. The country's TEA increased from five point 

nine percent (5.9%) in 2009 to eight point nine percent (8.9%) in 2010 and this 

improvement can be attributed to hosting the 2010 FIFA World Cup (Herrington et al., 

2010). 

Table 2.2 on the following page compares the entrepreneurial activity of South Africa 

with other Sub-Saharan countries. 
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Table 2.2: Prevalence rates (%) of entrepreneurial activity across GEM countries 

Country Nascent New Total Establishe Discontinuatio 

entrepren business entrepreneuri d business n of 

eurship ownershi al activity ownership businesses 

rate prates (TEA) = rates 

Nascent + 

new rates 

Angola 15% 19% 32% 9% 26% 

Botswana 17% 12% -~ 6% 16% 

Ethiopia 6% 9% }% 'b 10% 3% 
1 fvio'f' -

.. ,.,~ RIM11,-

Ghana 15% 23% L~ ri OJouJL..l.!:.!!.MEN 

\ ./ 
38% 16% 

Malawi 18% 20% 363/o -.JI' 11% 29% 
Unive --sitv of For : Hare 

Namibia 11% 7% Tog iiQOl' • ll 
vl-1 lvf zn Exce -- ~if~ 12% 

Nigeria 22% 14% 35% 16% 8% 

South Africa 4% 3% 7% 2% 4% 

Uganda 10% 28% 36% 31% 26% 

Zambia 28% 15% 41% 4% 20% 

Average 15% 15% 28% 13% 16% 

Weighted 

Source: GEM Survey in 2012 

The above table 2.2 indicates entrepreneurship activities among Sub-Saharan 

countries. South Africa has the lowest entrepreneurship activity compared to other Sub-

Saharan countries. The low entrepreneurial activity in South Africa can be attributed to 
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the policies of the previous and current government. During the apartheid government, 

policies were not favouring individuals to engage in business activities, and most of the 

black South Africans were prevented from owning and operating businesses (Ngcamu, 

2002). 

2.8. Challenges of rural entrepreneurship in South Africa 

The economy of South Africa has experienced numerous economic and social 

challenges due to low levels of entrepr·0 m,aN •~0 n1•,..,.,. ,..,,..te,i ies. Unemployment, poverty and 

low economic growth are among the _ _,--,,;,,-----.;;__ f the economy of South Africa 

today. Although there have been in economic growth due to 

entrepreneurship, the level of unemTr1o,.-.r1·•~.,,_..v-,;;i,.,.L ith the lack of entrepreneurial 

spirit among the South Africa ~~..... virrorTICl\T rc~ mparison to the rest of 

developing countries (Kingdon and Knight, 2004 ). Creativity and vision does not 

translate into successful business ventures because an environment is marked by poor 

physical infrastructure, lack of market, inadequate access to finance and lack of 

technology (Herrington et al., 2009) and this is also a problem in ADM. 

Rural entrepreneurs face numerous challenges and • constraints during start-up and 

expansion of their business. Lack of markets, inadequate finance, crime, distance 

markets, lack of information and advice and lack of business skills are the major 

obstacles for entrepreneurs' development in rural areas (Ngorora and Mago, 2013). 

Other challenges include: lack of suitable business premises, regulation and 

bureaucracy, under-developed transport and poor communications channels; these also 
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make it difficult for entrepreneurs to establish businesses in rural areas. As a result of 

this, rural people are less engaged in entrepreneurship activities than urban dwellers. 

Bosma and Levie (2009) argue that individuals located in urban areas are more likely to 

be involved in entrepreneurial activity than those in rural areas. In urban areas, nearly 

ten percent (10%) of adults are engaged in entrepreneurial activities compared to fewer 

than two percent (2%) in rural areas. 

Location is also another big challenge for rural entrepreneurs. Rural entrepreneurs are 

and support organizations tend to be com;~~~~ h and Belwal (2008) carried out 

a survey to assess the challenges of w~~~~f)1.~j,;1 urs in Ethiopia. They found that_ 

lack of securing finances, limited opportuni I or promotion and participation, lack of 
Universit of Fort Hare 

markets, lack of government instit~&;'· .;JH'.,.,._•,,.,,~~ .,LJ.,I\.."'"''"~"'' • and lack of technology are 

major bottlenecks to entrepreneurship development. 

Similarly, a study conducted in Mozambique by UNIDO (2003) has identified that 

bureaucratic procedure, costly and time-consuming custom procedures, delays and 

unnecessary financial requirements in obtaining business licenses are the major 

hindrances to the development of rural entrepreneurship. In Uganda, rural 

entrepreneurship plays a significant role in the economic and social life of the majority of 

citizens, and more than seventy percent (70%) of enterprises employ less than 20 

people. 

However, the growth and development of entrepreneurship in rural areas is hampered 

by lack of managerial and technical skills, poor infrastructure, and lack of access to 
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finance and unnecessary regulations and rules (UNIDO, 2003). These factors create 

obstacles for entrepreneurs thus making it difficult to increase their contribution to 

poverty alleviation, job creation and economic growth in rural areas. In general, the 

challenges of rural entrepreneurship development can be categorize into three sections, 

and these are lack of finance, poor physical infrastructure and lack of market access. 

2.8.1. Inadequate finance 

According to Herrington et al., (2009) I 

all entrepreneurs. Gore and Fal (201 

operating environment is not suppo 

s one of the biggest challenges of 

reneurs in terms of policies, 

regulations and access to capital. Potential r~~k-ntrepreneurs could not be able to start 

b . d t f. . 1 TTnive s·tv,of Fort H e . h . f usmess ue o 1nancIa consfra1r.i.ts. a a es o ere I limits t e expansions o Jager erzn xce ence 
firms, choice of technology, hiring suitable premises and the employment of skilled 

personnel. This hampers the potential to adequately meet the needs of the customers. 

• Access to credit is crucial for initiating new business ventures, fulfilling working capital 

requirements as well as expanding existing businesses. Access to capital is an effective 

instrument for entrepreneurs' success (Agbenyegah, 2013). Entrepreneurs need 

access to capital to establish a business, stay competitive, to introduce new 

technologies and to grow. 

Formal financial institutions such as commercial banks have not ventured to serve 

entrepreneurs in rural areas because travelling to banks is expensive for rural 

customers. As pointed out by Robinson, Dassie and Christy (2004 ), lack of adequate 

finance is one of the major impediments for rural people to create their own business. 
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Financial institutions are not willing to lend to rural entrepreneurs because the cost of 

administering the loan exceeds the benefit accrued from them. 

A recent survey by Patel and Chavda (2013) revealed that most entrepreneurs in rural 

areas do not get financial assistance due to lack of collateral, thus leading 

entrepreneurs to be heavily reliant on their family and friends to source capital to start 

and run their businesses. It has been reported that ninety nine percent (99%) of 

entrepreneurs are dependent on their family, friends and informal institutions to start 

and expand their business. 

2.8.2. Poor physical infrastructure 

Lack of business infrastruct r r rural entrepreneurs. 

Business infrastructure includes tl-'-461~~!1-,.JJ....,¥-a; w111L :r-t~tw-it1tkl,C lecommunication, internet, 

banks, electricity, roads whilst social infrastructure such as education and health are 

limited or less developed in rural areas as compared to urban areas (Diochon, 2003). In 

many rural areas, internet service is very slow or expensive. Barkema and Drabescott 

(2000) suggested that the remoteness of many rural places presents transportation 

challenges to rural entrepreneurs because the population is widely dispersed and the 

distance is longer from and to national markets. In some rural areas, there is less 

attraction for entrepreneurs because the effect of bad terrains and harsh climate 

conditions. 

Poor infrastructure is one of the greatest obstacles to the growth of entrepreneurial 

enterprises across Sub-Saharan Africa countries (Fal, 2012). In Tanzania, many 
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entrepreneurs reported that they had problems related to business premises such as 

increase in house rent, lack of basic services such as telephone lines, electricity supply, 

sewerage and water. Physical infrastructure facilities are not adequately developed to 

meet the growing demand of entrepreneurs in rural areas (Fal, 2012). 

Information networks are also poor in rural areas. Ngorora and Mago (2013) indicate 

that rural areas have poor communication infrastructure, with few telephone lines, fewer 

computers with internet access being very sluggish and expensive. Rural people do not 

have the necessary skills and knowle 

to lack of skills and knowled_JJ.~ on how to use the information technology. A survey 
universit of Fort Hare 

taken by Venter, Urban and Rigwre~oJMf.h~JiJrirfB.~ffllti/W~ in Western Cape, seventy 

percent (70%) and fifty seven percent (57%) entrepreneurs in Gauteng, respectively, 

were not aware of support programmes available to them. 

2.8.3. Limited market access 

Market is another major problem for rural entrepreneurs. Lee and Suzanne (2000) state 

that communities in rural areas are economically stagnated, offer limited market 

opportunities whilst the level of capital accumulation is too small to enable 

entrepreneurs to take advantage of the limited opportunities that exist in rural areas. 

This indicates that market for products is too low to encourage the expansion of 

entrepreneurial activities in rural areas, and the products are sold at very low prices to 
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accommodate the majority of the poor who reside in rural areas; this limits 

entrepreneurs from exploiting opportunities in rural areas. The high competition from 

large scale-enterprises also makes limited market opportunities for small entrepreneurs. 

Low population densities in rural areas, remote locations and high transportation costs 

make it difficult for rural entrepreneurs to access markets. 

2.9. Theoretical framework 

research emanates. Without theory, r s 

c nceptual framework from which 

e meaningless. This study, for 

and market-friendly 

approach. These theoretical concepts are disc sed below. 
University of Fort Hare 

2.9. 1. Schumpeter innovation th ther in Excellence 

This theory was developed by Joseph Alois Schumpeter in 1911 in his book, "The 

Theory of Economic Development" (Juma, 2014). Joseph Schumpeter was one of the 

most prominent social scientists of the twentieth century who developed an original 

approach, focusing on the role of innovation in economic and social change. 

Schumpeter argues that socio-economic transformation comes from innovation. 

Entrepreneurship creates innovation (new product or new markets). Juma (2014) 

argues that economic development is driven by the creation of new products, new 

production methods or processes, new organizational forms, new markets and new 

sources of raw materials and inputs in combination. These combinations are carried out 

by entrepreneurs and are crucial for economic development. 
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Innovation creates new products or services that arise directly through entrepreneurship 

activities (Eggink, 2013). Entrepreneurship drives innovation and creation of large 

companies which have resources and capital to invest in research and development to 

create new products and services and deliver them to individuals affordably, thus raising 

their standard of living. Innovation does not only introduce new goods and services but 

also expands the availability and reduces the prices of goods in society, including goods 

consumed by poor people. 

Innovation is a critical dimension of e 

innovation theory argues that econo development revolves around 

trade activity and market competition. lnnova I0n leads to improved technology, new 
University of Fort Hare 

ways to do business, introduction P~~Wji~f,J:1<1 ...... ~,.,E_1'"'~.J.~JflJ5\ rvices and enhancement of 

investment. 

Innovation brings socio-economic transformation and generates enough capital to 

exploit opportunities for change by applying new ideas, methods, or combination of 

resources. Innovation reallocates resources into new products and services. 

The Schumpeter innovation theory argues that development is the outcome of 

innovation. Innovation creates new products, new production process, opening of new 

markets, develops low costs, acquisition of new sources of inputs and implementing the 

new organization of an industry (Lazonick, 2013). These combinations are carried out 

by the entrepreneurs. The development and utilization of productive resources to 

generate higher quality, lower costs goods and services, depends on innovation 
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(Lazonick, 2013). Innovation does not only bring high quantity products and low prices, 

but also generates sufficient revenue to pay higher wages to employees and high 

returns to other stakeholders such as suppliers and shareholders. 

Moreover, innovation introduces new management or new marketing strategies and 

adoption of new policies. This leads into improvement of the economic growth and 

development (Bula, 2012). Development requires shifts from low to high productivity, 

the creation and adoption of new goods and services, new skills and new knowledge. 

These shifts are carried out by the 

economic goods and services. This task is earned out through innovation which comes 
University of Fort Hare 

directly from the entrepreneurship • • her in Excellence 

The introduction of new products or services promotes domestic and international 

market activity. Therefore, this has positive effects on consumers, companies and 

nations through the creation and redistribution of economic welfare and expanding 

economic activity. 

The Schumpeter innovation theory assumes that economic development and 

development arises as a result of innovation (Juma, 2014 ). The -rate of technological 

progress, economic growth and development depends on the entrepreneurial activities. 

An entrepreneur is the creator of innovation who continuously seeks opportunities to 

minimize costs, to increase returns on an investment as well as to increase any other 

form of economic gain. Sledzik (2013) argues that an individual entrepreneur is a 
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centrai role in the innovative process and can discover opportunities by introducing new 

products or new process of production. 

The Schumpeter innovation theory assumes that poverty can be reduced through rising 

of economic productivity and investment. Innovation brings economic productivity and 

competitiveness. The rising of economic productivity can lead to increased wages, job 

creation and results into poverty reduction. The success of developed countries is 

caused primarily by the development of innovative production structure. The developed 

nations have been able to maintai 

expansion and improvement of the exis • 

The profounder of this theory"Nrtt.t1·1~~ifU:tT:a 

causing gales of "creative destn7d 1 

tructures. Innovation transforms 

e of economic change 

nnovation is a process of 

industrial mutation that ceaselessly revolutionizes the economic structure from within 

and ceaselessly destroying the old one, incessantly creating a new one. This process of 

creative destruction drives economic development, and the entrepreneur is responsible 

for the change of its creation. This implies that the entrepreneur destroys the existing 

economic structure in the process of creating new products and production methods. 

This entrepreneurial innovation, in turn, leads to economic growth and development 

(Eggink, 2013). The process of creative destruction is also crucial in socio-economic 

transformation of ADM. However, there is no such an innovation activities among rural 

entrepreneurs in ADM. It is difficult to distinguish their innovating activity from their 

ordinary business activity. The innovation activities among rural entrepreneurs in the 

ADM become a routine. 
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-The Schumpeter innovation theory viewed innovative entrepreneurship as new product-

market combinations destructing older, obsolete products and services and pushing the 

production frontiers forwards (Juma, 2014 ). Entrepreneurs generated new and more 

efficient ways of production and pushed under-performing firms out of the market, and 

this is known as a process of creative destruction. Entrepreneurs are a source of new 

innovation, investment, job creation, capital formation and market competition. 

Innovations tie up with changes in the structure of the economy, technological 

upgrading in production and moving t 

turn, bring creativity, capabilities, d 

characteristics of successful developm 

ded activities. Entrepreneurs, in 

nnovativeness. These are the 

According to this theory, innovation is an in ernal factor of change because of turning 
University of Fort Hare 

the existing factors of production • ....,,., .... ~ ," • n~ 13). Innovation transforms 

productive resources into goods and services to be sold in order to generate revenue. 

This theory argues that Innovation improves the utilization and the efficient allocation of 

production factors. Productive resources are redirected into providing new goods and 

services with a higher value than the old one. Innovation helps to turn scarce resources 

into productive investment. Higher output and low price of goods and services comes 

directly from innovation. Entrepreneurs transform technologies and access markets and 

thereby develop and utilize resources to generate products and services that the 

customers are willing to pay for. Innovation enhances investment, economic production 

and market activities and results to poverty reduction. However, the role of innovation in 

economic development is perceived differently among economists. Marshall, Keynes 

and Samuelson do not see innovation as a driver factor of production or economic 
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development (Eggink, 2013). Economic development of a country does not depend only 

on innovations but also many economic and social factors. 

2.9.2. Market-friendly approach 

The concept of the market-friendly approach, as strategy for development, was 

established by the World Bank in 1991 (Singh, 1995). According to this view, 

government intervention in some areas of the economy is crucial in the development 

process if the intervention is strictly 

market. Development requires the o 

markets can operate efficiently and 

market is inefficient. If the market mechan•C'-J:1"'l~ 
. un·versit 

transferred to investment, hencel ec o . oge er 
of resources (Kenichi and Izumi, 1998). 

reate an environment in which 

vely in the economy where the 

ans sufficiently, resources will be 
are 

c'J>ugh the optimum allocation 

The market-friendly approach sees the government as the biggest player in 

encouraging, developing and preserving entrepreneurship. The creation of a favourable 

economic climate promotes entrepreneurship. This approach believes that the 

government must provide educational training, basic economic infrastructure and direct 

assistance to entrepreneurs through financial aid, favourable procurement policies, and 

effective business advocacy programmes. 

This approach also argues that government intervention is crucial for entrepreneurship 

development. The role of government in development is regarded as important to 

providing the social, legal, economic infrastructure and creating a conducive 
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environment for entrepreneurs (Singh, 1995). Entrepreneurship cannot be promoted in 

isolation and needs government's policy support to mature. The creation of an 

economic environment encourages entrepreneurs to invest and innovate as well as to 

create new markets or new trade relationships. Entrepreneurs can promote better 

access to international technologies and foster new products or services. Access to 

domestic and international markets is very important for development. 

Policies for increasing demand for entrepreneurship can significantly speed-up 

concession finance, technologies, marll'-0-t~-i'ffi~ ~ r(;'t re facilities , creation of support 

institutions and technical and managerl~~ affl~e'~ re crucial for entrepreneurship 

development (Awasthi, 2011 ). Additionally, tax relief, subsidies, investment allowance 
University of Fort Hare 

and other incentives may enco ~ ~ 1-4Wtl,tir;En~eM-1 • ivities. Improved business 

regulations, tax regimes, licensing requirements, financial sector reform and bank 

supervision promotes better conditions for entrepreneurs' development (ILO, 2006). 

These incentives contribute to entrepreneurs' increased innovation, investment and 

marketing activity or trade relationship and, in turn, poverty reduction and economic 

growth. 

The market-friendly approach sees government intervention in the market economy as 

crucial to provide a functioning legal environment system and a stable macro-economy; 

to correct market failure; to provide tax incentives, and to subsidize infant industries 

(Singh, 1995). All these forms of subsidies and protective measures are crucial for 

market development which provides goods and services as efficiently as possible. This 

approach also assumes that free mobility of people, capital, goods, services, technology 
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and free entry and exist of firms are crucial for development. Sapru (2008) argues that 

policies for openness to trade in goods and services and investment are crucial for rapid 

development. It encourages the domestic producers to cut costs by introducing new 

technologies and to develop new and better products or services. 

The market-friendly approach believes that economic growth and poverty alleviation 

occur when the business climate is conducive to the emergence of entrepreneurs. To 

realize their potential or to grow and sustain in business, they need access to capital, 

n port infrastructure. The creation 

achieve economic growth, poverty alleviation as well as rapid industrialization (Singh, 
University of Fort Hare 

1995). Entrepreneurship develop • • • • e· ced by government policies 

(Awasthi, 2011 ). 

This approach gives an example of East Asian countries such as South Korea, Taiwan, 

Hong Kong and Singapore who marvellously stimulated their economies through market 

mechanism (Singh, 1995). The government policy was simply stimulating the market. 

Extensive government intervention in markets encouraged entrepreneurs to enter in the 

market. This promoted high investment, innovation, capital formation and increased 

trade activity, resulting in high economic growth and development. The government in 

these countries has played a significant role in creating an environment in which 

markets operate efficiently (Singh, 1995) The government has established favourable 

financial, investment, trade and commercial policies in order to promote economic 

development through entrepreneurship activities (Amsden, 1989; Wade, 1990). 
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The role of government in the economy is crucial for developmental success. The 

market-friendly approach argues that to achieve economic growth as well as to alleviate 

poverty depends not only on entrepreneurs' ability and availability, but also on the 

economic environment that provides incentives and opportunities for entrepreneurs 

(Aoun, 2004 ). Poverty reducing strategies need to diminish policy and regulatory 

obstacles that discourage local entrepreneurial activities to improve access to skills 

development opportunities that strengthen entrepreneurial capabilities. 

The market friendly approach argues t 

markets and marketing infrastructur 

innovation (Leger and Swaminathan, 2007). 
Universi 

supported by public goods such 

in facilitating the 

investment input 

ets can function better when they are 
of Fort Hare 

• ccess to local, national and 

global markets is crucial for development. Transport and communication infrastructure 

allows entrepreneurs to access suppliers and customers. The creation of such 

environments promotes entrepreneurship activities that lead to successful economic 

growth and development. 

The market-friendly approach argues that entrepreneurial activity does not exist within a 

vacuum; it needs factors that stimulate and support it. Services such as training, credit, 

consultancy, marketing assistance, business linkage promotion , advisory services, and 

information technology are crucial for entrepreneurship development and result poverty 

reduction and development (ILO, 2006). Policy and institutional framework needs to be 

conducive to the emergence of entrepreneurship in rural areas especially in the 

developing countries. The market-friendly approach argues that entrepreneurship can 
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flourish when governments remove the barriers to business start-up and expansion. 

Regulatory and institutional reforms such as improved business registration 

requirements and procedures help to strength entrepreneurs' confidence. A simple rule 

of registration allows businesses to start-up quickly and provides goods and services. 

Government incentives through taxation and regulation promote entrepreneurship 

activities and, in turn, poverty reduction and economic growth. Without intervention, 

entrepreneurship is limited to survivalists rather than a more advanced level which 

2.10. Conclusion 

This chapter discussed 

Furthermore, it also addressed various emp· • a literatures on entrepreneurship and 
University of Fort Hare 

poverty reduction. Rural entrepr • r ~.,,~v"• .... v • I role in poverty reduction 

worldwide through employment creation and income generation, innovation, skills 

transfer and engagement in social responsibility. However, despite this role rural 

entrepreneurship faces numerous challenges, such as lack of finance, poor market and 

lack of physical infrastructure. Theoretically, the chapter has highlighted that 

Schumpeter innovation theory and market friendly approach explains and supports the 

entrepreneurship development and transformation which is fitting in this particular study. 

The chapter that follows provides a detailed description of the study area as well as the 

research methodology used in this study. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1. Introduction 

The last chapter presented the concepts, theoretical framework as well as empirical 

literature on entrepreneurship and poverty reduction. This chapter deals with the 

research methodology as well as the study area. Babbie (2008) defines research 

order to achieve the objective of the 

investigate whether rural entrepreneur 

the Eastern Cape of South Africa. To a 

objective of this study was to 

bjective, the researcher collected 

data from the entrepreneur{} • ~:r,.'ft'.,{v~, ~~~v f.wl-!l'--L"~ 

Together in Excellence 
officials using face-to-face interviews. 

ers and government 

A detailed description of the study area as well as the various techniques that were 

employed in this research to achieve the objective of the study will be presented in the 

following sub-sections. 

3.2. Description of the study area 

South Africa occupies the Southern tip of Africa, stretching on latitude 22° to 35° south 

and on longitude 17° to 33° east. It has a long coastline that stretches along the South 

Atlantic and Indian oceans. South Africa is a medium-sized country, with a total land 

area of 1, 219, 090 square kilometres. The country shares boundaries with Namibia, 

Botswana and Zimbabwe, Mozambique and Swaziland. There is also the Republic of 
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Lesotho completely surrounded by South Africa. To the west, south and east, South 

Africa borders the Indian and Atlantic oceans. Figure 3.1 below shows the map of South 

Africa. 

SOTSWANA 
0 1 00 200 ~00 KM 

!N ORTHER N C APE i 

Figure 3.1: Map of South Africa (Google Maps) 
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South Africa further divides into nine provinces which are KwaZulu Natal, Northern 

Cape, Eastern Cape, Western Cape, Gauteng, North West, Free State, Limpopo and 

Mpumalanga as illustrated in figure 3.1. These provinces have their own legislature, 

executive councils and premiers. According to Jonas (2013:36), Gauteng is the biggest 
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economic province in South Africa and contributes thirty five percent (35%) of the 

national GDP, followed by KwaZulu-Natal (sixteen point four percent (16.4%) and the 

Western Cape (fourteen point eight percent (14.8%). 

South Africa is a home to the largest economy in Africa (Jonas, 2013). Its economy 

depends on mining, agriculture, manufacturing and tourism. Mining is the main 

contributor to the South African economy. Unfortunately, the country's economy cannot 

create sufficient jobs to reduce the level of poverty. South Africa's poverty, 

international standards despite 

the country having high per capita i c yment in South Africa is high 

the total unemployment in the country {D , 13). Entrepreneurship activity in the 
University of Fort Hare 

country is unable to absorb the gr • ong the youth. 

South Africa's economic growth has improved in recent years and has grown, on 

average, by two point three percent (2.3%) per year (Jonas, 2013). However, this 

remains insufficient to reduce unemployment and poverty. Poverty, unemployment and 

inequality are still rife in the country. Perhaps this is because South Africa has the 

lowest rate of entrepreneurship activity. In 2012, the Global Entrepreneurship Monitor 

(GEM) reported that the percentage of youth in South Africa establishing businesses is 

lower than that in Sub-Saharan countries, despite the country's forty eight percent 

(48%) youth unemployment rate (Turton and Herrington, 2012). The report further 

indicates that it is only five percent (5%) of South African youths aged 18-24 who are 

involved in entrepreneurial activity. There is also a big difference of entrepreneurship 

spirit among different race groups in the country. Whites and Indians have more 
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entrepreneurial activity than Coloureds and Blacks. Businesses started by Whites and 

Indians are more likely to grow than those started by Blacks and Coloured (Herrington 

et al., 2009). 

Although South Africa is categorized as an upper middle-income country, many black 

South Africans still live in poverty. Many rural households in the former homelands 

(Ciskei and Transkei) do not have access to basic needs such as education, electricity, 

water and sanitation (Westaway, 2012). The incidence of poverty in South Africa is 

much higher in rural areas, and with th 

population in other provinces of the 

where as Western Cape and Gauteng Provinces ave less populations living in poverty 
University of Fort Hare 

(SSA, 2014). Together in Excellence 

Most of the small businesses in South Africa are informal businesses. Gauteng is the 

leading province and contributes to both formal and informal businesses in the country. 

It accommodates forty eight percent (48%) of formal businesses and twenty five percent 

(25%) of informal businesses in South Africa (DTI, 2004). On the other hand, provinces 

with large rural populations such as KwaZulu-Natal (nineteen percent (19%), Eastern 

Cape (thirteen percent (13%) and Limpopo (Fourteen percent (14%) accommodate 

higher proportions of informal businesses in the country. South Africa has recognized 

entrepreneurship development as a key intervention strategy for poverty alleviation as it 

plays an important role in solving problems of poverty and unemployment in the country. 
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Since the end of apartheid in 1994, the government of South Africa has taken a number 

of steps to develop entrepreneurship activities throughout the country. Numerous 

institutions were established to provide finance and non-finance assistance to 

entrepreneurs. However, the entrepreneurship activity in South Africa still remains poor 

to absorb the growing of unemployment among the youths. The country has the highest 

rate of unemployment in the provinces of Eastern Cape, Limpopo and Kwa-Zulu Natal. 

The recent world-wide economic crisis has had a dramatic impact on the economic 

development of South Africa. The effec 

with over a million jobs lost (Westaway, 

3.3. Description of the Eastern Cape P 

s economy has been significant, 

University of Fort Hare 
The province of the Eastern Ca O • z and comprises the former 

homelands Transkei and Ciskei. The provinc;;e is located in the South east of South 

Africa, and shares its borders with Free State and Lesotho in the north, Kwa- Zulu Natal 

in the north east, Indian Ocean in the south and South-Eastern border and Western and 

Northern Cape in the west. Bhisho is the capital administrative of the province. Eastern 

Cape is a home of two metros and six district municipalities. The Nelson Mandela 

municipal district (Port of Elizabeth) and East London are classified as Metropolitan 

areas. The remaining district municipalities are Alfred Nzo, Amathole, Cacadu, Chris 

Hani, UKhahlamba and O.R. Tambo. 

Eastern Cape is the third populous province in the country after KwaZulu-Natal and 

Gauteng province. The province has 6. 7 million people and makes up twelve point 

eight percent (12.8%) of the national population (Jonas, 2013). Sixty five percent (65%) 
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of the population of the province live in rural areas. In terms of land areas, Eastern 

Cape is the country's second largest province after the Northern Cape, taking up 

fourteen percent ( 14 % ) of South Africa's land areas and covers a land area of 169 580 

square kilometres (Department of Agriculture, Forestry & Fisheries, 2011 ). 

Eastern Cape is the poorest province in the country (Jonas, 2013). The province faces 

numerous socio-economic issues such as poverty, unemployment, and food insecurity. 

More than half of the population in the province are unemployed and live in extreme 

poverty. The Eastern Cape Province a 

employment rate in the province 

t?ggravated high mortality, poor level of e uca I0n and health in the Eastern Cape 
University of Fort Hare 

populace. Together in Excellence 

The Eastern Cape Province map is presented in figure 3.2 on the following page. 
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Together in Excellence 
Figure 3.2: Map of the Eastern Cape Province (Google Maps) 

The economy of the Eastern Cape is largely dominated by the tertiary sector. In 2011, 

the tertiary sector contributed seventy seven percent (77%) of the provincial economy 

(Jonas, 2013). The tertiary sector is made up of transport, communication, tourism, 

wholesale and retail trade, finance and real estate. 

The manufacturing sector is also the key driver of the Eastern Cape economy. It 

contributes eighteen percent (18%) of the provincial GDP and eleven percent (11 %) 

employment (Jonas, 2013). It is also one of the activities with a great potential to 

contribute further to economic growth. The manufacturing sector offers automotive, food 

processing, textiles and clothing, chemicals and machinery products. The 

manufacturing sector in the province grew to five percent (5%) in 2006 from four point 
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two percent (4.2%) in 2005. However, when the recent economic recession hit South 

Africa, the Eastern Cape Province was one of the most affected, thus losing an 

estimated 39 000 jobs, particularly in the automotive and textile manufacturing sectors 

(ECDC, 2010). This is attributed to the high unemployment rate in the province. The 

report further indicates that the provincial unemployment rate grew from twenty six 

percent (26%) in the third quarter of 2009 to thirty percent (30%) in the first quarter of 

2010. 

Eastern Cape has the fourth largest nu businesses in South Africa. Small 

(ECDC, 2010). Most of these businesses found in wholesale and retail trade, 
University of Fort Hare 

manufacturing, community, socia -~ 1•~ ,,,0~•"0 ,...,,~· • . However, these sectors 

cannot create sufficient jobs to reduce the poverty level as poverty and unemployment 

remain high, especially in the former homelands of Transkei and Ciskei (IDP review, 

2009-2010). 

3.4. Amathole District Municipality 

ADM came into existence after the first local government elections held in 2000. It lies 

at the heart of the Eastern Cape Province of South Africa between Port Alfred and Port 

Saint John's. The district shares boundaries to the South with Indian Ocean and to 

North with Amathole Mountain (IDP review, 2014-2015). It comprises the former Ciskei 

and Transkei homeland areas where limited or no development has taken place over a 
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number of years. This contributed to high levels of poverty and unemployment across 

the district. 

The district is made up of 7 local municipalities, namely Amahlathi, Nxuba, Nkonkobe, 

Ngqushwa, Great Kei, Mnquma and Mbhashe. A map of ADM is illustrated in figure 3.3 

below. 
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Figure 3.3: Map of the Amathole District Municipality 
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The district is made up fourteen point four percent (14.4%) of the population of the 

Eastern Cape Province and two percent (2%) of the population of South Africa. 

According to the 2011 Census of South Africa, the population of the ADM was 

estimated at 892 637 in 2010. The population is unevenly distributed among the local 
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municipalities. According to IDP review (2014-2015), the majority of the Amathole 

population reside in Mbhashe local municipality (twenty eight point six percent (28.6%) 

followed by Mnquma local municipality (twenty eight point three percent (28.3% ). The 

two local municipalities with the smallest percentages of the Amathole district population 

are the Great Kei local municipality (four point four percent (4.4%) and Nxuba local 

municipality (two point seven percent (2. 7% ). The population density of the district is 4 7 

people per square kilometre compared to the rest of South Africa with 42 people per 

square kilometre and the Eastern Cap 

2014). 

he Nelson Mandela Metropolitan 

Municipality and Buffalo City Metropolitan Municpality, thus contributing twelve percent 
University ot Fort Hare 

(12%) to the provincial economy (1
1 

• ,i i ~ ,ln.:Hc he economy of Amathole is 

dominated by the community services sector followed by the finance and business 

services sector and manufacturing. In 2011, these sectors contributed to forty four 

percent (44%), nineteen percent (19%) and fourteen percent (14%) of the district 

economy respectively (IDP review, 2009-2010). 

The manufacturing sector is also a major employer in the district, and it contributed 

twenty three percent (23%) of the Amathole formal jobs in 2010. The manufacturing 

economy is made up of automotive, textile, pharmaceutical, electronics and food-

processing industries. However, these economic sectors cannot create sufficient jobs to 

the growing Amathole population. Many households in the district are living in poverty 

without access to basic needs such as education, electricity, health, food, water and 

sanitation, especially in the former homelands of Transkei and Ciskei (IDP review, 
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2009-2010). In 2009, about seventy seven percent (77%) of the population of the 

district were living below poverty line. As a result of this, many people are forced to 

seek an alternative income for living. Many households of the district generated their 

income from informal business activities. 

The small business sector remains a crucial role to the challenges job creation and 

poverty of the Amathole district. Most of small businesses are dominating in retail and 

service sector followed by manufacturing sector. Many businesses operate in urban 

areas as compared to rural areas, an 

development in rural areas of the dis 

poor infrastructure, lack of marke 

entrepreneurship development in the district. 

are the major hampers for 

University of Fort Hare 
3.5. Research design Together in Excellence 

Babbie and Mouton (2011) define research design as a plan or a blueprint of how one 

intends to carry out the research. It entails a detailed description of how the researcher 

intends to conduct the research. Research design refers to all the elements that are 

included in planning and executing a research. The selection of research design in a 

study depends on a number of factors such as purpose of · the study, number of 

participants, time and budget. Research design consists of three elements, namely, 

quantitative research, qualitative research and mixed methods research. Each research 

approach has its strengths and weaknesses. 
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3.5.1. Mixed research design 

This study employed mixed methods research design. The reason of using this 

approach in this study is that it permits the researcher to minimize the weakness 

inherent in one method. This technique also provides a diverse description of the 

research findings. 

The quantitative approach cannot capture respondent opinions, perceptions and 

attitudes about the role of entreprene y reduction in ADM, and these 

qualities can only be captured through ~~~~~1~proach. This is the reason why 

this study utilized mixed research desig 

Mixed research enhances th ff .. ·~ ...... .x.-.u1-1 

research techniques, such as iM~r.Mfi~~ 

by employing various 

~ffilf#il~, observation and group 

discussions. Hart (2005), Hales (2010) and Tewksbury (2009) argue that to ensure the 

validation of the research, researchers should use more than one method. Mixed 

research allows for better understanding regarding whether rural entrepreneurship 

contributes to poverty reduction in ADM. 

This type of approach is known as triangulation or combined methods. In other words, it 

is the combination of both quantitative and qualitative research. Mixed research refers 

to the use of more than one methods or different kinds of data on the same 

phenomenon. This approach is used in this study because the researcher planned to 

collect both numerical data and non-numerical data from the research participants. 

Qualitative research collects non-numerical (textual data) whereas quantitative research 
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collects numerical data. This research technique was helpful to gather numerical and 

non-numerical data in order to best understanding how entrepreneurship contributes to 

poverty reduction in ADM. 

The triangulation approach allows the researcher to collect multiple data by using 

different strategies, approaches and methods in order to best understand the research 

problem (Creswell, 2003). In support of this notion, scholars such as Hart (2005), Hales 

(2010) and Tewksbury (2009) argued that the use of triangulation methodology in a 

research study enhances the validity o 

complete, holistic and contextual portrai 

It produces a more 

Quantitative research generates numeri terpret and explain the research 

finding. In quantitative res r,s~.nTYII CUl!~~~<l~ gh self-administrative 

questionnaires and structured intn-n~i'l"f\11".t~ ti al data (Creswell, 2003). It 

produces statistical methods for tabulating, analysing and presenting data. Quantitative 

research is also used to describe variables, to examine relationships between variables, 

and to determine causes and effect interactions between variables (Leedy and Ormrod, 

2005:94). 

Quantitative research, unlike qualitative research, involves a greater number of subjects 

in a research study in order to enhance the generalisation of the research findings 

(Shepard, 2002). Besides this, quantitative research also ensures comparability over 

time by applying standard questions to the same or statistically comparable samples of 

entrepreneurs, entrepreneur employees and customers overtime. Quantitative research 

provides numerical description rather than detailed narrative as well as less elaborate 
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accounts of human perception. In addition to this, quantitative research cannot capture 

a respondent's opinion, feeling, perception and attitude. That is why mixed research 

was chosen as relevant in this study. 

Qualitative research is a type of research design that collects and analyses textual data 

by using different data collection techniques such as interviews, focus group 

discussions and observation (Patton and Cochran, 2002). Qualitative research helps to 

interpret and better understand the social complexities of a given situation. This 

research technique is suitable to 

contributes to poverty reduction in AD 

how entrepreneurship 

is holistic, flexible and 

(2010) and Creswell (2003), qualitative res arch is typically employed to answer 
University of Fort Hare 

research questions about the n e e i l'i~•V,1'>£M"'inl:~n~n~no./Jl'Y"lena with the purpose of 

describing and understanding the phenomena from the participants' point of view. This 

research technique helped the study to come up with a better understanding the role of 

rural entrepreneurship in poverty reduction in ADM. 

Qualitative research allows greater spontaneity and interaction between researcher and 

research participants. It provides more opportunity to participants to respond to 

questions more elaborately and in greater detail about how rural entrepreneurship 

contributes to poverty reduction in ADM. 

Qualitative research offers advantages of flexibility in-depth analysis as well as the 

potential to observe a variety of aspects of a social situation (Babbie, 2010). It produces 
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depth and breadth of understanding the role of rural entrepreneurship in poverty 

reduction ~n ADM. 

Qualitative research allows better understanding of perspectives of the participants on 

the role of entrepreneurship in poverty reduction. The strength of qualitative research is 

that it has the ability to provide complex textual descriptions of how people experience a 

given research issue (Patton and Cochran, 2002). It solicits information about people's 

opinion, attitude and perception towards the role of rural entrepreneurship in poverty 

reduction in ADM. Qualitative research p 

specific social context or phenomenon rod, 2005). 

3.5.2. Population and sample size 

University of Fort Hare 
In primary research, care shoul&i e n1 ,ni....:.,~ 1r:>rF'f(li t erespondents as well as in 

formulating the questions to be asked. A population consists of all the subjects that the 

researcher wants to study. According to Neuman (2011 ), a population is a group of 

people, objects and events that the researcher requires to draw conclusions whereas a 

sample is a portion of population which are selected to participate in a study. The 

population in this study were entrepreneurs, entrepreneur employees, customers 

(people who purchases goods and services from the entrepreneurs) and government 

officials in the AD. The government officials comprised Municipalities, Small business 

Support Institutions and Youth Centre Associations. 

The targeted sample size for the study was 120 participants. However, 97 participants 

were interviewed in this study, and these were: 42 entrepreneurs, 31 entrepreneur 
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employees, 20 customers and 4 government officials. These were selected via 

purposive sampling. The selected 42 entrepreneurs comprised: 27 food item 

entrepreneurs, 10 clothing and shoes entrepreneurs and 5 salon entrepreneurs. The 

researcher considered entrepreneurs who employed a minimum of five persons in their 

businesses. The reason for choosing entrepreneurs who had a minimum of five 

employees in their business was that most of the rural entrepreneurs (small businesses) 

in the district employ five persons, on average, in their businesses. 

(18) food items, (9) clothing and shoe 

and shoes and (3) salons. The selection 4 government officials composed 2 
University of Fort Hare 

municipality officials , 1 small • e~ ..... -L.LI~ • • ion and 1 Youth Centre 

Association. These research participants were selected through purposive sampling 

technique. This type of sampling technique is the most appropriate for selection of unit 

cases that are especially informative (Neuman, 2011 ). 

3.5.3. Sampling method and technique 

According to Greemstein (2001 ), sampling procedures are the techniques through 

which we determine which persons or families to observe and how many to observe. A 

sampling method can be categorized into probability sampling and non-probability 

sampling. Probability sampling is a sampling technique w~ere every member of the 

population has an equal chance to be included in the sample whereas non-probability 
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sampling implies that not every element of the population has an opportunity of being 

included in the sample (Greemstein, 2001 ). 

A purposive sampling technique was employed to select the participants for this 

research. The researcher selected the respondents who are relevant to the study. The 

respondents were selected based on their experience and knowledge about the 

research issue. The reason for choosing this technique is that it ensures the collection 

of data of high quality, reliability and competence. In addition, it is also helpful in 

obtaining rich data and deep understa al entrepreneurship contributes to 

participants with diverse experience 

Macnee and McCabe (2004) a purposive sam ·ng technique is a process that seeks in-
University of Fort Hare 

depth understanding of the resear"""' •ni:JJ,~i;);;mpi • ing participants who have a 

particular type of experience and knowledge about the study phenomenon. 

This sampling technique assisted to save time and resources to carry out this study due 

to the selection of respondents with experience and knowledge of the research issue. 

One of the good qualities of purposive sampling technique is that it assists to deal with 

people who can provide insight into the particular issues that the research intends to 

address (Macnee and McCabe, 2004 ). This sampling technique helped to enhance the 

validation of the research findings through selection of the respondents with experience 

and knowledge about the study issue. 
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3.6. Methods of data collection 

This study was conducted by using primary and secondary data. Primary data is the 

data collected directly by the researcher whilst secondary data is collected from existing 

works of other researchers. Primary data was collected through personal interviews 

whilst in-depth interviews were conducted on the sample of entrepreneurs, 

entrepreneur's employees, customers and government representatives. 

Interviews were carried out between th y and June 2015. Two research 

assistants were employed, and they w students from the University of 

Fort Hare. 

In-depth interviews generate ..aL1Ge,:1e-tia1-Jt~-taalreh m....a1!0D"•o.articipants towards the 

role of rural entrepreneurship in r'\ni>n-ri"'•, K.1 . According to Boyce and 

Neale (2006), an in-depth interview is a qualitative research technique that involves 

conducting intensive individual interviews with a small number of participants to explore 

their perspective on a particular idea, program or situation. 

The reason of using this technique in this study was to obtain in-depth and rich data 

from the participants about the role of entrepreneurship in poverty reduction. This 

technique permitted the researcher to capture respondents' opinions, attitudes and 

perceptions towards the role of entrepreneurship in poverty reduction in the ADM. 

According to Boyce and Neale (2006), an in-depth interview is useful to obtain detailed 

information from specific groups about a particular research objective. 
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There were four interview schedules. • Interview schedule 1 was conducted with 

entrepreneurs who operated their business in the towns of Alice, Fort Beaufort, Middle 

drift and Adelaide. A total of 42 entrepreneurs were interviewed, and they employed, on 

average, 5 employees in their businesses. The interviews took 20 to 30 minutes on 

average. Entrepreneurs were asked questions regarding how their business contributes 

to poverty reduction in their communities as well as the challenges faced during the 

start-up and operation of their businesses. 

Interview schedule 2 was conducted 

e interviews lasted less than 20 

meet basic .needs such as food, electricity a water and sanitation. The employees 
Universi of Fort Hare 

were also asked questions on WF.le-ttier.. ~""-'"''"''~'"'"'' • ed any assets since their 

employment in the small businesses as well as if they do save some portion of their 

salary. 

Interview schedule 3 was carried out with the customers (people who purchase goods 

and services from the small businesses). 20 customers were interviewed and the 

interviews took 10 to 15 minutes. The customers were asked questions related to 

entrepreneurship activities as well as poverty issues in their surrounding areas. 

Interview schedule 4 was held with government officials. 4 government officials were 

interviewed, and they were from Nkonkobe Municipality Local Economic Development 

Officer, Nkonkobe Municipality Secretary, Nkonkobe Economic Development Agency 

Officer (Small Business Support Institution) and Nkonkobe Youth Centre Association 
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Leader. Respondents were asked questions on how small businesses contribute to 

poverty reduction in ADM. They were also asked questions regarding the criteria used 

by the District Municipality to provide assistance for the small businesses as well as the 

challenges they face in promoting small businesses in their area. On average, the 

interviews took 20 minutes. 

The interview questions comprised both closed-ended and open-ended questions. This 

allows the attainment of qualitative and quantitative data. The open-ended questions 

allowed participants to provide answ r 

questions permitted participants to choo 

words while the closed-ended 

apture participants' opinions and 

attitudes towards the role of entrepreneu in poverty reduction. According to 
University of Fort Hare 

Sarantakos (2005) open-ended q i ef1..,....,,.._,.....,.., • • s to express their feelings, 

opinions and thoughts freely about the research issue. Closed-ended questions were 

also able to generate numerical data. 

In addition to primary data, secondary data from sources such as books, journals, 

articles, and magazines and newspapers were also used. The information obtained 

from both primary and secondary sources assisted the researcher to investigate 

whether rural entrepreneurship contributes to poverty reduction in ADM. 

3.7. Data analysis 

When researchers have gathered data through interviews or questionnaires from the 

participants, their main task is to analyse data. Data analysis is the process of bringing 
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order, structuring and analysing of vast amounts of data into sensible and logical output 

for easy understanding. According to Mouton (2001 ), data analysis is the process of 

breaking up data into manageable themes, patterns, trends and relationships in order to 

understand the various constitutes of data that is collected from the respondents 

through various data collection techniques. 

In this study, the data analysis was accomplished by use of SPSS (Statistical Package 

for Social Sciences). The process began by coding responses, then the data was 

SS. The reason for using this 

package is that it is simple, easy to w also widely applicable in Social 

graphs and charts. These statistics were use o present and interpret the findings of 
University of Fort Hare 

the research. Together in Excellence 

Analysis of qualitative data was done through the selection of concepts, categories and 

themes. It involved reading through interview responses then developing codes that 

draw connection between categories and themes. Coding data was done according to 

pre-set questions in the interview schedule which involved looking at their similarities 

and differences to be able to form themes and categories. Thereafter, the researcher 

summarized the key themes and transcribed them for suitable analysis. 

3.8. Ethical considerations 

Ethics is very important in research because it defines what is and is not permissible to 

do when carrying out research. Social science researchers need to follow some 
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principles and guidelines in a conducting a research. According to Creswell (2003), 

ethics are the standard principles that must be followed and adhered to by the 

researcher when conducting a research. 

The researcher abided by the ethical principles of the University of Fort Hare. Ethics 

clearance was obtained from the University of Fort Hare granting permission to conduct 

the study. In addition , the following ethical principles were followed in this study. 

3.8.1. Informed consent 

Before the interviews were carried o t 

advance about the reasons, aims and p 

from individuals to participat8CJ 

respondents to discontinue their p 

respondents were informed in 

Consent was obtained 

provided assurance to 

~n-w-tti~bL\,\~A-len they felt uncomfortable. 

Flick (2006) emphasised that the decision of the participant to participate in a research 

must be a decision to be made by the participant without any coercion from the 

researcher. 

3.8.2. Confidentiality and anonymity 

The researcher employed the principle of confidentiality and anonymity. Anonymity 

refers to a situation where respondents' names are not linked to their response. The 

researcher ensured anonymity by not disclosing the respondents' name when analysing 

and interpreting the data. Confidentiality was also maintained in this study. The data 

gathered from the research participants was kept confidential, and no responses or 

results were exposed to outsiders. 
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3.8.3. Avoidance of harm to the participants 

The researcher maintained the dignity and welfare of all participants. The researcher 

ensured that the protection of participants from harm, unnecessary risks and mental or 

physical discomfort that may be inherent during the data collection process. The 

participants were informed in advance to interrupt their participation when they felt 

uncomfortable at any stage during the data collection process. 

3.8.4. Honesty 

Finally, the researcher employed the p • ty to avoid biasness in the whole 

research process, such as research design, "tlGl-t~c:n alysis as well as data interpretation. 

University of Fort Hare 
3.9. Limitations of the study Together in Excellence 

This study was limited to non-probability sampling technique to select the sample of 

respondents. The researcher believes that this study would have produced slightly 

different findings if the random sampling technique was utilized to select the sample of 

respondents. 

The main challenge of the study was scepticism among some of respondents. There 

was fear among the entrepreneurs to provide the exact information about the study as 

they thought that the information given by them will be reported to municipality officials, 

and the tax rate will increase against their business. There was also an expression of 

fear among the employees. Perhaps they thought that their responses will be checked 

by the boss, and they would lose their jobs if they responded negatively about the 
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employer. To overcome these challenges, the researcher explained in detail the aim 

and benefit of the research to the respondents. 

Another limitation of the study was accessing the research participants. Appointments 

were not honoured and a lot of travelling was needed. Lack ·at willing participants was 

the key challenge for this study, and obtaining the required information from the 

respondents was not easy. Some respondents were not fully able to express their 

concerns in English language, and the researcher believes that if all the questions were 

research assistance. 

3.10. Conclusion 

w best, the findings might have 

collect relevant data through 

University of Fort Hare 
Together in Excellence 

This chapter outlined the research methodology as well as the study area. It provides 

detailed information about the research design, sampling technique, population and 

sample size and data collection techniques. Furthermore, this chapter addressed the 

data analysis technique, ethical considerations and limitations of the study. 

Analysis of the data collected from the field is presented in the chapters that follow. 
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CHAPTER FOUR 

DATA PRESENTATION AND ANALYSIS 

4.1. Introduction 

The previous chapter provided a detailed description of the study area as well as the 

research methodology. This chapter presents research findings, data analysis as well 

as data interpretation to achieve the o 

study was to investigate whether rural n 

in ADM. 

-e-study. The prime objective of this 

1 contributes to poverty reduction 

The following section presents the socio-e Ic characteristics of the respondents 
. TTniver ·t of Fort Ha e . 

such as gender, age, marital sfalu an t e I. of: au f ion» fo lowed by presentation of oge erzn xce enc~ 
findings and analysis on the contribution of rural entrepreneurship in poverty reduction 

in ADM as well as the challenges faced by the entrepreneurs. 

4.2. Socio-economic characteristics of the respondents 

This section presents the socio-economic characteristics of the respondents as well as 

some general business-related information. 

4.2.1. Gender of respondents 

In South Africa, most of the people who are involved in entrepreneurial activities are 

men (Herrington et al., 2010). The figure 4.1 on the following page shows the gender 

composition of the respondents. 
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Figure 1.1: Gender of respondents 

80.00% 
71.40% 71% 70% 
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0.00% 
Entreprenuers Employees 

University of Fort Hare 
Source: Field Survey,-2015 Together in Excellence 

Males 

Figure 4.1 shows that seventy one point four percent (71.4 %) of the entrepreneurs 

were male while twenty eight point six percent (28.6%) of the entrepreneurs were 

females. In addition, seventy one percent (71 % ) of the employees were male and 

twenty nine percent (29%) of the rest were female while seventy percent (70%) of the 

customers were male and thirty percent (30%) were female. However, this finding on 

customers may be limited to the size of the sample chosen for this study. Therefore, it 

may not have been the case if a large sample were drawn. The above figure 4.1 

indicates that there is high gender imbalance in entrepreneurship activities in ADM. Men 

are more involved in entrepreneurship activities in the district than women. This is in line 

with the finding of Simukoko (2006) in Zambia that indicated that most entrepreneurs 

who operate small businesses in rural areas are men. However, this may be the 
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opposite in some other countries. The 2009 GEM report indicates that in various Latin 

American countries, the gender gap in entrepreneurship activities is low compared to 

South Africa (Herrington et al., 2009). For example, in Brazil , women are more involved 

in entrepreneurship activities than men (fifty two percent (52% compared to forty eight 

percent (48%) for men). 

The percentage of men among the employees is also higher than women, probably as 

most women are expected to be domestic workers. In South Africa, men are more 

this is the patriarchal stereotype and 

development. There is still the expectation tha e role of women should be restricted to 
University of Fort Hare 

child care, caring for the sick e • gE!"1~:!":.1t~:,._..,.Ad fuel, rather than being 

economically productive and employed in the broader economy (IWFSA, 2011 ). This 

leads to further poverty among South African women. 

According to the ILO report (2006), women constitute the majority of the poor in the 

world. Lack of education and cultural barriers limits women's ability to engage in 

entrepreneurial activities. Women face numerous challenges in becoming 

entrepreneurs. These challenges include: high levels of domestic responsibility, lower 

levels of education, lack of communication and information and lack of capital and 

assets. These factors may prevent women from perceiving as well as acting on 

entrepreneurial opportunities (Herrington et al., 2009). As a result of this, women are 

less involved in entrepreneurship activities than men. The GEM surveys revealed that 
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men in South Africa are 1.5 to 1.6 times more likely to be involved in entrepreneurship 

activities than women (Herrington et al., 2010). 

4.2.2. Marital status of the respondents 

Figure 4.2 below presents the marital status of the respondents. This enables to 

determine whether the respondents are married or single. 

50.00% 

40.00% single 

married 

30.00% divorce 

no response 
20.00% 

10.00% 

0.00% 
Entrepreneurs Employees Customers 

Source: Field Survey, 2015 

The analysis in figure 4.2 indicates that the majority (fifty nine point five percent (59.5%) 

of entrepreneurs were married while forty point five percent (40.5% of the entrepreneurs 

were single. Moreover, fifty percent (50%) of the employees were married while thirty 

percent (30%) of them were single, and fifty five percent (55%) of the customers were 
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single and forty five percent (45%) of the rest were married. This indicates that most of 

the people who are involved in entrepreneurship activities were married. This is related 

by the findings of Agbenyegah (2013) which revealed that the majority of entrepreneurs 

who are engaged in small businesses are married. 

The percentage of married people was also higher for the employees, highlighting that 

family responsibilities would have pushed many people to seek jobs to fend for their 

families. 

4.2.3. Education level of respondent 

This question was design to level of the respondents. The 

- To ether in Excellence 
diploma and degree qualifications. igure 4.3 on the following page presents the 

educational level of the respondents. 
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Figure 4.3: Education level respondents 
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Together in Excellence 

The findings in figure 4.3 show that forty percent (40%) of the entrepreneurs had 

elementary education; nineteen percent (19%) had certificates and diplomas; twelve 

percent (12%) had degree qualifications, and ten percent (10%) of respondents had 

high school certificates. The majority ( eighty percent (80%) of the employees had high 

school certificates, and ten percent (10%) of the rest had elementary education and 

certificates respectively. This shows the low level of education among the entrepreneurs 

and employees. 

Most owners' small businesses in ADM do not have high education qualifications like 

degrees and masters qualifications to manage their businesses effectively. Sarpong 

(2012) reported that most small businesses owners in Ghana do not have the 

necessary qualification to run their businesses effectively. The low level of education of 
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entrepreneurs limits their capacity to deal with plans that can lead to business growth 

like keeping proper book records, preparing business plans and also looking for more 

training programmes to improve their businesses. This could be a key factor for the 

cause of high failure of small businesses. Rogerson (2007) found that ninety percent 

(90%) of small businesses in South Africa fail during their first year of business 

operation. 

Education is a key for entrepreneurship development. The GEM surveys revealed that 

manage business than those without a 
I IN 

highlighted that the more educated entr•1=un'"'6..ln.,,g!. ..... 

business as well as to employ more peop 

displayed 2.5 times more pot 

1 cantly more likely to own and 

o et al., 2009). The report further 

the more likely they are to start 

neurs who had a tertiary education 

ntrepreneurs who had 
Together in Excellence 

not completed secondary education (Herrington et al., 2009). 

Lack of education reduces people's confidence to engage in entrepreneurship activities. 

Rural communities in South Africa have low levels of education. In the apartheid era, 

many South Africans had no access to formal education (Herrington et al., 2009). 

Opportunities to get work experience as well as formal learning were restricted for black 

South Africans. This contributes to the lack of entrepreneurship activities in South Africa 

today. South Africa has the lowest entrepreneurship activities compared to developing 

countries despite the fact that the country has a good conducive environment for 

entrepreneurship development (Herrington et al., 2010). South Africa has better 

infrastructure facilities such as roads, water, electricity and communication infrastructure 

than other Sub-Saharan countries. 
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4.2.4. Age of the respondents 

The age of the respondents presented in figure 4.4 below. This enabled the study to 

determine whether the people who are involved in entrepreneurial activities are youth or 

the elderly. The age of the respondents was categorised between 18-25 years; 26-33 

years; 34-41 years; 42-49 years and above 50 years. 

Figure 4.4: Age of the respondents 
------

50.00% 

40.00% are 18-2s 

26-33 
30.00% 

34-41 

42-49 
20.00% 

above 50 

10.00% 

0.00% 
Entreprenuers Employees Customers 

Source: Field Survey, 2015 

The findings indicate that fifty two point four percent (52.4%) of the entrepreneurs' age 

ranged between 26-33 years; nineteen percent (19%) ranged between 34-41 years; 

nine point five percent (9.5%) were between 18-25 years; nine point five percent (9.5%) 

were between 42-49 years and nine point five percent (9.5%) were above 50 years. 

forty two percent ( 42%) of the employees were between the ages of 26-33 years; thirty 
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nine percent (39%) of were between 18-25 years, and nineteen percent ( 19%) of the 

rest were 34-41 years. The highest (forty five percent (45%) proportion of the customers 

were between the ages 34-41 years; twenty percent (20%) of were between 18-25 

years, and five percent (5%) of the rest were above 50 years. This shows that most of 

the entrepreneurs who are involved in entrepreneurial activities in the district are youths. 

This is similar to a study conducted in Ghana by Sarpong (2012) which indicated that 

most of the youth between the ages of 20-35 years are involved in entrepreneurship 

activities. Furthermore, Herrington et 

South Africa is relatively low in the ag 

34 year olds, and then declines as ag 

age of 54. Most of the employees who pa 

that entrepreneurial activity in 

years cohort, peaks among 25-

the sharpest decrease after the 

this study were also youths. This, 

Together in Excellence 
of food, clothing as well as medical services. The issues of formal unemployment in the 

country would be a driving factor for many youths to seek alternative employment in 

these small rural businesses. 

4.2.5. Nationality of respondents 

This question was designed to obtain information on whether the entrepreneurs who are 

engaged in entrepreneurial activities in ADM are South Africans or foreigners. The 

response to this question is presented in figure 4.5 on the following page. 
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Figure 4.5: Nationality of respondents (entrepreneurs) 

Non SA 

Source: Field Survey, 2015 

. 
The results in figure 4.5 indi l t ...,,...,,::~,.,'---""'"''""""'T'-""'___,.,_,.."""'" r rcent (28.6 % ) of the 

Together in Excellence 
entrepreneurs were South Africans while seventy one point four percent (71.4%) of 

entrepreneurs were non-South Africans. This indicates low involvement in 

entrepreneurship activities among South Africans. This echoes research that has 

indicated entrepreneurship activities among South Africans being low compared to other 

developing countries (Herrington et a/., 2010). Total entrepreneurship activity in South 

Africa is five point nine percent (5.9%) significantly lower than the average for all 

efficiency-driven economies eleven point two percent (11.2%) as well as the average for 

all middle to low income countries fourteen point eight percent (14.8%). Herrington et 

al., (2009) argue that the low levels of entrepreneurship activities in South Africa might 

not be only from of lack of a conducive environment, but might also be linked to socio-

cultural issues. This is echoed by this finding, as many South Africans do not consider 
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entrepreneurship as career opJion; Ngcamu (2002) argues that the apartheid 

government influenced entrepreneurship under-development in South Africa. Apartheid 

did not allow black South Africans to form and manage their own businesses, and this 

created culture of dependency among South Africans. 

The above figure 4.5 indicates that immigrant entrepreneurs in ADM are more 

entrepreneurial than South African citizens. According to Fatoki (2014 ), self-

In many countries, immigrant entrepren u 

native-born ones. A study in the United 

more likely to engage in entrepreneurship 
. 

r than those who are native-born. 

i ely to establish businesses than 

hat immigrant entrepreneurs are 

an native-born individuals (Killawi, 

2013). Over the past two dee l • t t~ALl'@rii.et11riBClt::Jave been responsible for 
Together in Excellence 

the thirty percent (30%) growth of small businesses in the United State of America. 

Immigrant entrepreneurs establish new businesses, create jobs and drive economic 

growth. In addition, immigrant entrepreneurs transfer skills to their employees as well as 

improve accessibility of goods and services to the local communities (Kalitanyi and 

Visser, 2010). 

4.2.6. Period of business operation 

People who have experience in the business are more likely to own and manage their 

businesses. Figure 4.6 on the following page shows the number of years in the 

business by the entrepreneurs. 
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Figure 4.6: Period of business operation 
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40.5% 

4-6years 7-9years More than 13 

The analysis in figure 4.6 shows that forty point five percent (40.5%) of the 

entrepreneurs had been running businesses in the area for a period between 4-6 years; 

thirty one percent (31 % ) of entrepreneurs had-been running business in the area for 1-3 

years; nineteen percent (19%) of entrepreneurs had been running business in the area 

for more than 13 years, and the rest nine point five percent (9.5%) of entrepreneurs had 

been running business in the area for 7-9 years. This shows that the entrepreneurs had 
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good experience in the business. This can be linked to the findings of Sinxoto (2007) 

which revealed that the majority of entrepreneurs had been running their businesses for 

approximately 5 years. Experience is crucial for sustainable entrepreneurship 

development. The GEM report revealed that people with skills and experience are more 

likely to own or manage . businesses than those without experience (Herrington et al., 

2009). 

4.2.7. Forms of businesses 

Business can be established in differe t 

proprietors, and co-operatives and eac 

rship such as partnership, sole-

e advantages and disadvantages. 

usinesses that participants were Figure 4. 7 on the following 

involved in. University of Fort Hare 
Together in Excellence 
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Figure 4.7: Forms of business 
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The results indicate that fifty two percent (52%) of the entrepreneurs were in a 

partnership form of business while forty eight percent (48%) were sole-proprietors. This 

shows that most of entrepreneurs in the district operated their business in partnership. 

Lack of capital is the major factor for entrepreneurs to establish their businesses in 

partnership form in the district. 

However, in another study, researchers found that small businesses are dominated by 

sole-proprietors and close cooperatives. A study conducted in South Africa at the 

Buffalo Municipality by Sinxoto (2007) revealed that most small businesses are close 

cooperatives follow by sole-proprietors and partnerships. In Ghana as well, many 

scholars showed that small businesses are dominated by sole-proprietors. Sarpong 
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(2012), in his study, found that most small businesses in Ghana are dominated by sole-

proprietors. 

4.2.8. Business registered at local revenue service 

Small businesses are the main source of government revenue. Studies indicate that 

small businesses are the major source of government revenue in developed and 

developing countries (UNI DO, 2006). ~ •R-H-iF~-a--i"~ •A shows the percentages of 

registered business with local revenue 

Figure 4.8: Business registered at lo 

Together in Excellence 

0% 0% 

Source: Field Survey, 2015 
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Figure 4.8 shows that fifty seven percent (57%) of the businesses were registered with 

local revenue services and the rest forty three percent (43%) of businesses were not 

registered with local revenue services. This shows the importance of small businesses 

in generation of local revenue in the district. This helps government to empower the 

poor through investments in health, education and other public services as well as 

through direct income transfers. The UNIDO (2006) reported that small businesses are 

the major source of government revenue in both developed and developing countries. 

(2012) that revealed that small business e major contributor to government 

revenue. University of Fort Hare 
Together in Excellence 

4.2.9. Motivation to start business 

Motivation to start a business can differ from one person to another person. The 

motivation to start a business can be financial independence, earning an income for 

living and seeking other employment opportunities. Figure 4.9 on the following page 

presents the motivation factors of entrepreneurs to start businesses in the district. 
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Figure 4.9: Motivation to start business 

Source: Field Survey, 20 niversity of Fort Hare 
Together in Excellence 

The highest percentages (fifty nine point five percent (59.5%) of respondents were 

motivated to start their businesses to earn an income; twenty one point four percent 

(21.4% were motivated to start a business for seeking other employment, and nine point 

five percent (9.5%) were motivated to start a business to secure basic food needs. The 

indication is that the majority of the entrepreneurs were motivated to start a business to 

earn income for living. This is in line with the findings of Mitchell (2004) who argues that 

most of South Africans start their own businesses to survive, financial independence 

and security. However, this is the reverse in some developing countries like Brazil, Chile 

and Colombia have a significant favourable attitude towards entrepreneurship 

(Herrington et al., 2009). 
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The motivation factor for immigrant entrepreneurs in the district is also the same as 

those of their South Africans counterparts. Limited job opportunities are the main push 

factor for immigrant entrepreneurs to engage in entrepreneurship activities in the 

district. Many studies on immigrant entrepreneurship in South Africa conducted on 

motivation by Tengeh, Ballard and Slabbert (2011) showed that limited job opportunities 

in South Africa becomes motivation for immigrant to be involved in entrepreneurship 

activities. 

4.2.10. Source capital to start a busi e 

Entrepreneurs can use different sour 

operation of their businesses. The entre 

their source of capital durin 

re asked this question to indicate 

. . . To ether_ in Excellence 
question are presented in figure 4. fO n Uie following page. 
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Figure 4.10: Source of capital to start a business 

Family Friends Personal saving 

Source: Field Survey, 2015 

The analysis in figure 4.10 il'lf'l•P.m·~~' -f111-iAT'-:mP...,m1~1 ("tttT""·--.:""'"''en point one percent 
Together in Excel ence 

(57.1 %) of the entrepreneurs used personal savings as a source of capital to start their 

businesses, while twenty one point four percent (21.4%) of entrepreneurs used loans 

from family and friends as sources of capital to start their businesses. This shows that 

most of the entrepreneurs in ADM used personal savings as a source of capital to start 

their businesses. This is in line with the findings of Sinxoto (2007) that showed that 

personal saving is the major source of finance for rural entrepreneurs during the start-

up, as well as during the expansion of the business. 

According to Dassie and Christy (2004 ), finance is the most common problem for rural 

people to engage in entrepreneurship activities. Most small businesses in the district do 

not get finance assistance from financial institutions during the start-up or expansion of 
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their businesses. Personal savings and loans from friends or families are the most 

common sources of funds for small businesses in the district. This is in line with the 

latest survey in South Africa which indicates that more than eighty two percent (82%) of 

small business owners claimed to have funded their business using their own resources 

without any assistance from financial institutions (DTI, 2013). This is not common only 

in South Africa but also in other parts of the world. A study conducted in many Sub-

Saharan countries indicates that most small businesses use personal savings during 

the start-up or operation of the busi s ). Financial institutions require 

security and formal business records t 

most small businesses do not meet crit r 

for small businesses. However, 

inancial institutions. 

Together in Excellence 

Table 4.11 on the following page presents the gross monthly income earned by the 

entrepreneurs as well as the amount of saved. 
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Table 4.11: Entrepreneurs' monthly income and saved income amount in rand 

Income earned Frequency Percentage 
per Month in rand 
5000-10000 3 7.1% 
10001-15000 9 21.4% 
15001-20000 4 9.5% 
20001-25000 4 9.5% 
25001-30000 4 9.5% 
30001-35000 3 7.1% 
35001-40000 5 11.9% 
40001-45000 5 11.9% 
450001-Above 5 11.9% 
Total 42 100% 

Source: Field Survey, 2015 

The findings indicate that twenty one u· 
earned an income of between 1 0vv,-h7"11,~U1,;1'1 

Income saved per Frequency Percentage 
Month in rand 
Less than 2000 3 7.1% 
20001 - 4000 12 28.8% 
4001 - 6000 5 11.9% 
6001 - 8000 4 9.5% 
8001 - 10000 5 11.9% 
10001 - 12000 4 9.5% 
12001 - 14000 1 2.9% 
No response 8 19.0% 
Total 42 100% 

(21.4%) of the entrepreneurs 
are 
; eleven point nine percent 

(11.9%) of the entrepreneurs earned an income of between 35001- 40000 rand, 40001-

45000 rand and above 450001 rand per month respectively; and seven point one 

percent (7 .1 % ) of respondents earned between 5000 -10000 rand and 30001-35000 

rand per month respectively. The implication could be that the small businesses in the 

district are making a meagre profit to largely extend the business or have a greater 

impact on poverty reduction in the area. This is because with a marginal profit of less 

than -fifty thousand rand per month in the current economic crisis, much may not be 

achieved. There are many factors why small businesses are achieving less profit in the 

district. Inadequate capital, lack of market, poor infrastructure, inflation and 

unemployment are the key factors for the reduction of small businesses profit in the 

district. This is supported by Ngorora and Mago (2013) who state that small businesses 
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in rural areas face numerous challenges which include lack of capital, inadequate 

infrastructure and lack of access to market. Other challenges such as crime, lack of 

skilled labour and high tax rates are limiting factors for the reduction of small business 

profit in rural areas. 

The above table 4.11 also shows that twenty eight point eight percent (28.8%) of 

entrepreneurs saved between 2 001-4 000 rand per month; two percent (2%) 

entrepreneurs saved between 12 001 

( 19%) of entrepreneurs did not disclos 

them. This shows the importance of 

continued creation of wealth by entrepren 

r month, and nineteen percent 

ut the amount money saved by 

s in generation of wealth. The 

ctively) will help reduce the rate of 

xisting businesses as 
Together in Excellence 

well as to open new businesses in the district, thus resulting in poverty reduction and 

job creation. 
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4.3. Entrepreneurship activities in reduction of poverty in ADM 

The following section provides an in-depth qualitative as well as quantitative analysis on 

how rural entrepreneurship contributes to poverty reduction in ADM. 

4.3.1. Employment creation and income generation 

Small businesses are the major sourc~U-!....u...Lf,.LU.L.,,...LLl-l~ t for the local people. The ILO 

(2006) reported that small businesses urce of employment, especially 

for disadvantaged groups such as worn nd those who are handicapped. 

Studies show that more than half of the I South Africa are absorbed by the 

small businesses (DTI, 2004). • shows the percentage 

of people employed in small busines!)~s~t1 
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Figure 4.12: Percentage of employees in the business 

One Two Three Four 

Source: Field Survey, 2015 

Universi of Fort Hare 
The analysis in figure 4.12 indica.,... .... • .L..J'~'"''...,Ll~ point five percent (40.5%) 

proportion of the entrepreneurs had two employees; twenty six point two percent 

(26.2%) of entrepreneurs had four employees; twenty one point four percent (21.4%) of 

entrepreneurs had three employees, and -eleven point nine percent (11.9%) of 

entrepreneurs had one employee. All the employees were fully employed. This indicates 

the importance of small businesses towards poverty reduction through job creation. The 

small businesses sector plays an important role in providing income and services to 

people who cannot get employment in the formal sector. 

As indicated in figure 4.5, the majority of the entrepreneurs who operate small 

businesses in the district are immigrant entrepreneurs. This means that immigrant 

entrepreneurs contribute to poverty reduction in the district through job creation. In a 
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similar study, a survey carried out among 120 African immigrant entrepreneurs in the 

surroundings of Cape Town by Kalitanyi and Visser (2010) revealed that the majority ( 

eighty percent (80%) of entrepreneurs interviewed employ South Africans in their 

businesses, and this contributes to poverty reduction in South Africa. By creating 

employment, immigrant entrepreneurship can be one of the ways to reduce poverty, 

inequality and stimulate economic growth in South Africa (Kalitanyi and Visser, 2010). 

However, despite the role of immigrant 

South Africans have a negative perce 

2010). They believe that immigrants r 

think that immigrants are taking jobs that 

in South Africa's economy, many 

migrants (Kalitanyi and Visser, 

imberg (2005) argues," I don't 

ise go to South Africans; they are 

starting little businesses and s:m1dlrclv~,fr~~'"! "~~r:,:~1u~ i itiair6li@ :i:c(;ITT 

Together in Excellence 

Employment generation by small businesses is pro-poor because such businesses 

provide employment and income where most of the poor live and where few other 

employment opportunities exist (UNDP, 2006). Small businesses are important 

employment providers, especially for people who cannot find jobs in the formal sectors 

such as women, youth and handicap. The DTI (2004) indicates that small businesses in 

South Africa absorb fifty percent (50%) to sixty percent (60%) of the labour force of the 

country. Many studies find that small businesses are important sources of employment 

in most countries of the world (Luiz and Mariotti, 2011 ). They also confirmed that small 

businesses in Asia employed eighty percent (80%) of the labour force. Small 

businesses are also crucial to the American economy through job creation. Killawi 
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(2013) found that small businesses account for the majority of businesses in the USA, 

and they employ half of the United State private sectors. Two out of three new jobs are 

generated from small businesses. Further, Killawi reported that there are around sixty 

million Americans employed by the small businesses. 

4.3.2. Monthly salary paid to employees in rand 

Small businesses pay salaries to their employees. The income generated from 

questions to indicate the amount of m 

this question are presented in table 4.1 ' 

Table 4.13: Monthly salary 

r employees. The responses to 

entrepreneurs 
Together in Excellence 

Amount of salary paid Frequency Percentage of employees 

500-1000 5 11.9% 

1001-1500 16 38.1% 

1501-2000 4 9.5% 

2001-2500 8 19% 

2501-3000 4 9.5% 

3001-3500 1 2.4% 

3501-Above 4 9.5% 

Total 42 100% 

Source: Field Survey, 2015 
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Table 4.13 shows that thirty eight point one percent (38.1 %) of employees were paid 

salaries of between 1001 and 1 500 rand per month; nineteen percent (19%) of the 

respondents were paid salaries of between 2 001 and 2 500 rand per month, and two 

point four percent (2.4%) of the respondents were paid salaries of between 3 001 and 

35 000 rand per month. This shows that the highest proportions of the respondents 

(employees) were paid salaries of between 1001-1500 rand per month. This concurs 

with the findings of Sinxoto (2007) in South Africa which revealed that most small 

businesses paid salaries of between 

employees. 

Small businesses are an important i 

Small businesses are the major source o 

et al., (2010) found that in Afri 

000 rand per month to their 

i n source for rural households. 

for many rural households. Davis 

Together in Excellence 
rural households generate income from non-farm activities. The income generated from 

non-farm activities helps rural people to meet their basic needs such as education, 

health!_food, water and sanitation and electricity. 

4.3.3. Access to basic necessities 

During the interview, the employees were asked whether the salary paid to them was 

enough to buy groceries for the whole month. The responses to this question are 

presented in figure 4.14 on the following page. The majority (sixty eight percent (68%) 

of them revealed that the salary they get is enough to buy groceries for whole month. 

However, eighty one percent (81 %) of respondents said that the salary they get is not 

enough to meet all their basic needs such as education, electricity, water and sanitation 

and food. 
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Figure 4.14: Respondents information about access to basic necessities 
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Saving is one of the indicators of poverty reduction. Findings presented in the above 

figure 4.14 show that the majority ( sixty one percent (61 % ) of employees do not save 

any portion of their salary, and the rest thirty nine percent (39%) of employees save . 

some portion of their salary. The employees were asked to give reasons why they do 

not save any portion of their salary and they indicated that the salary they get is lower 

than the cost of goods and services in the market. The other reason is due to large 

numbers of dependants in their households because 28 (ninety percent (90%) out of 31 

respondents had households dependants. The employees reported that they support 

their families by buying groceries and paying electricity and water bills. 
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Figure 4.15 below shows the number of dependants in households of the employees in 

the district. 

~igure 4.15: number of dependants in employees' households 
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Source: Field Survey, 2015 

23% 

six 

Figure 4.15 shows that twenty three percent (23%) respondents had five household 

dependants; nineteen percent (19%) of the respondents had one and three household 

dependants respectively. Thirteen percent (13%) of respondents had two household 

dependents while ten percent (10%) and six percent (6%) of respondents had six and 

four household dependants respectively. The implic_ation could be that the high rate of 

unemployment in the district due to lack job opportunities has caused this situation. 
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4.3.4. Asset acquisition and provision of fringe benefits 

Asset acquisition can be an indicator of poverty reduction. The employees were asked 

whether they had acquired any assets since their employment in the small businesses. 

The findings presented in figure 4.14 below showed that seventy one percent (71 %) of 

respondents have not acquired any assets, and twenty nine percent (29%) of the 

respondents had acquired some assets. The respondents indicated that they acquired 

assets like Televisions, Digital Video Decoder, furniture, shops and cars. The 

No 
University of Fort Hare 

Together in Excellence 

Source: Field Survey, 2015 

Entrepreneurs provide different fringe benefits to their employees. Figure 4.17 on the 

following page presents the fringe benefits offered by the entrepreneurs to the 

employees. 
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Figure 4.17: List of fringe benefits offered by the business owners to the 

employees 
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• The results above indicate that forty percent (40%) of entrepreneurs offered food and 

gifts to their employees; nineteen percent (19%) of the entrepreneurs offered sick leave; 

twelve percent ( 12%) of entrepreneurs offered clothes and shoes to their employees 

and nineteen percent (19%) of the entrepreneurs did not offer any gifts to their 

employees. This shows the importance of small businesses in reduction of poverty in 

the district. Apart from the employment creation, small businesses contribute to poverty 

reduction in the district through providing food, clothes and shoes to their employees. 

This is in line with the findings of Sinxoto (2007) that show that small businesses 

provide different fringe benefits to their employees such as allowances and bonus 

payouts. This contributes to poverty reduction among the employees as well as their 

families. 
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4.3.5. Skills transfer 

Shortage of skills is the greatest challenge against development in South Africa. Small 

businesses contribute to poverty reduction through transfer of skills to their employees. 

The findings in this study revealed that entrepreneurial skills are transferred from 

entrepreneurs to their employees. The majority (fifty seven percent (57%) of the 

entrepreneurs provide entrepreneurial skills to their employees, and the rest forty three 

percent (43%) of the entrepreneurs do not offer any kind of entrepreneurial skills to their 

employees. The respondents indicate 

clothes, making different type of hairs 

stuffs to their employees. In addition 

hoes and cooking various food 

trepreneurs provide training like 

product knowledge training, bq.sp·tality tr.aining well how to plate hair to their 
un1vers1ty or ~ort are 

employees. Some employees in 11•n~~ t,cj e eQl(f ed some skills from their 

employers or entrepreneurs, such as shoe repairs and fashion designing. The 

employees believe that the skills they acquire from the employers will help them to 

establish their own business in the future. The researcher also observed that many 

employees as well as local people started their own businesses, such as salons and 

spaza shops (small grocery shops) after they acquired some sort of skills from their 

employers. 

The interviewed entrepreneurs indicated that the skills transmission is done through 

training, teaching and imitation. Other entrepreneurs also provide skills to their 

employees like customer care, entrepreneurship skills, experience and packing stock. 

Much of the skills transfer in Amathole has been done by immigrant entrepreneurs. 
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They come with different kinds of skills and experience to South Africa and transfer 

these to the employees who later use them to establish their own businesses. Kalitanyi 

and Visser (2010) and Fatoki (2014) found that entrepreneurial skills are transferred 

from immigrant entrepreneurs to their South African employees. 

Entrepreneurial skills in South Africa remain low compared to other developing 

countries (DTI, 2013); however, small businesses play a crucial role in transferring skills 

to their employees as well as to their local communities. A study conducted in South 

Africa by Sinxoto (2007) revealed 

employees like computer literacy, 

management. The UNIDO (2006) 

trainings, skills and experience for young 

roduct knowledge and project 

that small businesses provide 

any workers in Africa in the urban 

informal sector have been trai~(:Ut11V~~~b.ll:l~i • =m.n.-t"'1i r"II ..... T.~r\\.-l"ll>..,;C!'_n"\,ips. 
Together in Excellence 

4.3.6. Entrepreneurship and social responsibility 

Small businesses play a crucial role in poverty reduction through the engagement of 

social responsibility. Poverty cannot be reduced only through job creation but also 

through business people's involvement in social responsibility. The findings revealed 

that small businesses contribute to poverty reduction in the district through their 

engagement in social responsibility. The results indicate that the majority (sixty nine 

percent (69%) of the entrepreneurs were involved in social responsibility; twenty one 

point four percent (21.4%) are not involved in social responsibility, and the rest nine 

point five percent ( 9.5%) did not respond the question. The respondents indicated that 

they provided donations such as food and clothes to poor people, sponsored public 
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events (public meetings and soccer game) and offer free scholarships to poor children. 

The entrepreneurs also reported that they help poor communities during funerals as 

well as student graduations. 

Furthermore, ten percent (10%) of the entrepreneurs indicated that they help their 

employees to pay bills, such as water bills, rent bills, electricity bills and medical bills. 

The entrepreneurs indicated that they help orphans and old people by donating some 

money every month to NGOs concern 

that they pay 1000 to 1200 rand to sup o 

was reiterated by government officials 

socially responsible as they donate to the 

nd old people every month. This 

at small rural entrepreneurs are 

le. -Phis helps poor people to buy 

food, pay electricity and wat ~S!!°'.!t,lir~~- itt ngs of Sinxoto (2007) 
Together in Excellence 

which showed that small businesses are involved in social responsibility such as 

supporting schools, children's homes, electrifying community centres and providing food 

to homeless people. 

4.3.7. Availability of goods and services 

One of the indicators of development is the availability of goods and services. Small 

businesses play a crucial role in promoting the availability of goods and services in 

many countries. Many rural areas are not fully integrated in the distribution networks of 

large enterprises due to low levels of demand and high transaction costs. The UNDP 

(2006) argues that small businesses play an important role in providing basic goods and 

services to the poor, especially in marginalized rural regions. 
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Small businesses improve access to goods and services in the district. All the 

respondents ( entrepreneurs, employees, customers and government officials) indicated 

that small businesses promoted access to goods and services in the district. Responses 

from the customers indicated that people in ADM do not travel too far any more to buy 

goods and source services because they their needs are catered for from the nearest 

point possible. One of the customers interviewed said: "we used to spend a lot of money 

travelling to big cities like East London and King William's Town to buy goods and get 

services but now we can get these with 

United Nations Commission on the Pri 

play in reaching the "bottom of the pyram· 

". As argued in the report of the 

Development (2004 ), the private 

ers, or the over four billion people 

living on an income less than i , '-.J~""'• .LnuY rt Hare 
Together in Excellence 

Small businesses are contributing to poverty reduction in the district through offering 

goods and services at reasonable prices. Small businesses have brought an increase in 

the purchasing power of local people due to lower prices and increased access to 

cheaper goods. One of the customers said: "we cannot afford to buy all goods and 

services from large businesses because their prices are too expensive as well as they 

do not have all our needs". 

Small businesses give a chance to poor people to buy goods and services at 

reasonable prices. Most of the customers agreed that the prices of goods and services 

from small businesses in the district are reasonable. As indicated in figure 4.18 below, 
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thirty five percent (35%) of the customers who were interviewed in the study said that 

the prices of goods and services from the small businesses in the district are low while 

sixty five percent (65%) of the respondents said the prices are medium. The customers 

indicated that they are very satisfied with purchase prices charged by the small 

businesses in the district. The customers were asked to give reasons for their 

satisfaction, and they said it was because of affordability of their prices compared large 

businesses prices. 

Figure 4.18: Customers' information n oods and services from small 
businesses 

Medium 

Source: Field Survey, 2015 

The district people buy goods from the small businesses for consumption and resell 

purposes. Findings show that sixty percent (60%) of the respondents buy goods for 

consumption purposes and the rest forty percent (40%) of the customers buy goods 

from small businesses for resell purpose. This indicates the role of small businesses in 

providing basic goods and services for the district people. 
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Small businesses contribute to poverty reduction in the district through offering goods 

and services on credit to the poor people. Some of the entrepreneurs indicated that they 

sell goods and services on credit to local communities without any interest rate. One of 

the customers interviewed mentioned said "we do not go to bed hungry now because 

small businesses provide us with goods on credit when we do not have money to buy 

goods on cash". Small businesses are also encouraging local people to engage in 

entrepreneurship activities. Some of the entrepreneurs indicated that they support local 

people to engage in entrepreneurshi 

entrepreneurs also responded that they 

traders. 

roviding goods on credit. The 

e ivery for their customers or retail 

4.4. Constraints of entrepre tetJL11SIA'KJO~i!'f1o·""'"d},L!f,Ji'lrt..,__re 
Together in Excellence 

This section discusses the challenges of entrepreneurship development in ADM. 

4.4.1. Inadequate capital 

Finance is the lifeblood of any business. Without finance, business can neither grow nor 

survive. Small businesses need access to finance through various stages of their 

growth in order to become successful and profitable. Lack of finance is a major problem 

for small businesses growth in ADM. In this study, twenty eight percent (28%) of 

entrepreneurs indicated that lack of finance is a major obstacle for entrepreneurship 

development in ADM. This confirms the observation made by Robinson, Dassie and 

Christy (2004) and Saxena (2012) in a similar study that lack of finance is the most 

107 



 

 

prominent impediment for people to engage in entrepreneurship activities in rural areas. 

Many potential rural entrepreneurs do not involve in entrepreneurship activities due lack 

of availability of finance. Lack of finance limits the expansion of business, hiring suitable 

premises, employment of skilled personnel and choice of technology. As a result, small 

businesses experience prominent challenges towards poverty reduction in the district 

and the country at large. 

Small businesses do not have assets 

financial institutions. The entrepreneur 

as collateral to get loans from 

they use their own savings or 

borrow funds from friends or family m~n11,l"lk:!lr~ he start-up or expansion of the 
~~~:::£.1-' 

business (figure 4.10). This can be linke ings of Niels and Livie (2009) in a 

similar study indicating that petS®.m:Jf sa.\Jlne& r(t)r.¥:iqP,1M1ds or relatives are the 
Together in Excellence 

most common source of funding for small businesses in rural areas. 

Some of the respondents (local entrepreneurs) complained about the service of 

financial institutions. They mentioned that receiving assistance depended on the 

political affiliations one had with people in the government. In other words, this 

highlights the level of corruption regarding access to financial services in the district. 

This calls for government · intervention to alleviate the situation for small business 

owners to grow their businesses. However, during the interview, government officials 

indicated that most of local entrepreneurs do not present viable business plans to 

qualify for finance assistance. Moreover, government officials said that there is lack of 

skills among local entrepreneurs. The question now is: how is the gap to be narrowed? 
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Indeed, there are many small businesses support institutions in South Africa, and most 

of them are concentrated in urban areas and have not ventured into rural areas to serve 

rural entrepreneurs. Financial institutions are not adequately equipped with the 

necessary skills to assist entrepreneurs and do not have sufficient resources to operate 

their services in rural areas. Government officials stated that there is lack of resources 

(finance and human power) to support small businesses in the district. 

4.4.2. Poor physical infrastructure 

Infrastructure is vital for the operation 

Most rural areas, compared to urban areas, e poor infrastructure which does not 
Universi of Fort Hare 

attract entrepreneurs. Lack of i B§~ n f ·H~ &kes it difficult to develop 

entrepreneurship in rural areas (Ngorora and Mago, 2013). 

The entrepreneurship development in the district is limited by water and electricity 

supply shortages and lack of businesses premises. In addition, thirty two percent (32%) 

of the total population of 42 entrepreneurs indicated that they had problems related to 

basic services such as electricity supply, business incubation, sewerage and water. 

Twelve percent (12%) of the entrepreneurs indicated that lack of water is one of the key 

problems to carry out their business in the district. Entrepreneurs from the salons 

reported that they fetch water every day from a far in order to continue offering their 

daily services to their customers. The respondents (salons) point out that they used 

their own transport or paid some amount of money to fetch water somewhere else. This 
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contributes to additional costs meant to be invested in the business to create additional 

jobs for the poor people in the district. 

Access to reliable electricity supply is key to the operation of small businesses. It 

increases productivity and investment in the country. However, many countries, 

including developed countries, reported that lack of adequate electricity is a major 

constraint to small businesses growth (Scott, Darko and Lemma, 2014 ). The interruption 

of electricity affects small businesses in the district because most of the small 

businesses are dealing with perish 

profitability, turnover and investment. 

growth in the district. The issue of pow 

This reduces small business' 

ercent (10%) of entrepreneurs 

prompted entrepreneurs to 

f • creased their cost of 
Together in Excellence 

production and made their products uncompetitive due to high prices. The increase of 

electricity tariffs and water affects many small businesses in the district. This is in line 

with the findings in many Sub-Saharan countries such as Ethiopia, Tanzania, Ghana, 

Kenya and Nigeria by Fal (2012) which revealed that cost of physical infrastructure is 

the major obstacle to the growth of entrepreneurship. 

The availability of business suppliers is vital for entrepreneurship growth in rural areas. 

The remoteness of business suppliers presents major problems for small business 

growth in the district. Most of the business suppliers are concentrated in urban areas. 

The entrepreneurs indicated that they travel to Port of Elizabeth and East London to buy 

goods in bulk from the suppliers or producers. This contributes to additional business 
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costs that could be invested in the business. At the end, small businesses gain little or 

no profit, because no one will buy goods from the small businesses if the prices are up. 

The growing business in rural areas is affected by lack of business premises. Lack of 

business premises is a limiting factor for small businesses growth in the district. The 

respondents indicated that there are no adequate business premises in the district. The 

cost of business premises remains high in the district. High rent for business premises 

from the landlords is reported as a 1 

district. 

4.4.3. Insecurity 

University of Fort Hare 
South Africa was ranked 137th out ...... ~, ..... ~ ...,, tr:" ·..,. ,- Jt'l,....~r,rY~ ,~C' of cost of business due to 

crime and violence (Herrington et al., 2010). Crime is a major constraint to business in 

the district. In this study, nineteen percent (19%) of the total population of 42 

entrepreneurs cited crime as the greatest obstacle to their businesses in the district. 

Crime limits small business' operation in the district. The entrepreneurs (immigrant 

entrepreneurs) reported that daily harassment, extortion and bribery by government 

officials are costly in doing business in the district. The entrepreneurs indicated that 

government is not doing enough to protect them from criminals. This is in line with the 

finding of Brown (2001) that small businesses in South Africa are largely suffering from 

crime and violence. Studies in many countries have demonstrated the negative impact 

of crime on small business development. A 2002 study assessing the impact of crime 

on firm performance in Latin America found that sixty seven percent (67) % of small 
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businesses cited crime as an obstacle to doing business (McDonald, 2008). Crime was 

reported to: raise business costs, decreased productivity and motivation, creativity, 

ingenuity and resourcefulness, and this retards the contribution of small businesses 

towards job creation and poverty reduction. 

Crime affects small businesses in the district directly through theft of property and 

money and indirectly reduces business confidence and investment. The entrepreneurs 

(immigrant entrepreneurs) reported th 

money. Banks are making it too diffic 

accounts. The respondents (immigran 

money at their homes or shops, and 

n bank accounts to keep their 

t entrepreneurs to access bank 

indicated that they keep their 

theft. Some immigrant 

entrepreneurs said, "due to IT .. _...,,i c , -1trroJ1U1~v:, is burnt by fire in our 
Together in Excellence 

houses or shops". This money is supposed to be invested in the business to create jobs 

for Amathole communities. 

In South Africa, business related crime has increased in the last few years. According to 

_the South African Police Service Crime Statistics (SAPSCS, 2009), crimes such as 

commercial crimes rose by four point eight percent (4.8%), burglary at non-residential 

premises went up by six point eight percent ( 6.8%) and shoplifting increased by one 

point three percent (1 .3%). In general, the total number of robberies at business 

premises went up by a massive forty seven point four percent (47.4%) between 2006 

and 2008. Most of these robberies were on small businesses premises. Therefore, this 

being the situation, much may not be achieved by small businesses towards poverty 
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reduction. The government should, therefore, make the necessary arrangements to 

curb such un-developmental behaviour in the district. 

4.4.4. Lack of access to market 

Small businesses will have little impact on poverty reduction if their goods and services 

do not find adequate markets. Lack of markets is one of the major problems for small 

businesses in the district. Small businesses in ADM have limited market opportunities 

due to high competition from large busi 

inflation and high unemployment. This i 

(2000) that showed that communities i 

ulation density, remote location, 

e findings of Lee and Suzanne 

re economically stagnated, thus 

offering limited market opportunities as we ~ - "Frile availability of capital accumulation 
Universi of Fort Hare 

being too small to enable entrepre urs o . • E ll oge er in xce ence 

The high competition from large businesses makes it difficult for small business' access 

to market in the district. This is confirmed by Saxena (2012) in a similar study in rural 

India indicating that rural entrepreneurs face severe competition from large businesses 

as well as urban businesses. Small businesses in rural areas have limited financial 

resources, technology and human resources to compete with large businesses in the 

market. Small businesses are forced to sell their products at low prices due to high 

competition among themselves as well as large businesses. 

Location is an important tool for business access to market. Location refers to the 

distance from major markets and accessibility to customers/clients, suppliers, 

information sources and relevant institutions. The remoteness of location affects small 
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businesses in the district. Many small businesses in the district are not operated in a 

suitable location and are operated outside major markets and have limited accessibility 

to suppliers and institutions. 

The market size of small businesses in the district is limited by the high level of 

unemployment. ADM consists of many poor people who do not have sufficient income 

to buy goods and services from the small businesses. The entrepreneurs indicated that 

the high rate of unemployment in the district creates a small market size for their 

businesses. It reduces purchasing po ople from the small businesses. 

population in ADM are not employed and su r on pensions, government grants and 
University of Fort Hare 

remittances. This causes a small • z • sses in the district. 

Inflation is also a major constraint for small business growth in the district. According to 

South African Reserve Bank (SARB, 2015), inflation is the increase of average price of 

goods and services in particular time. The increase of petrol price affects small 

businesses in the district since small businesses are highly dependent on the 

transportation of goods by road. Small businesses are dependent on hired transport to 

fetch items from wholesalers and/or manufacturers, and the cost of transportation 

increases as the petrol prices goes up. 

The rise of price of goods reduces consumer expenditure on small businesses. On the 

other hand, inflation not only affects small businesses but also their consumers as it 

increases the cost of goods and decreases their disposable income. Inflation results in 
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an increase of expenses, which reduces the profits of small businesses and investment. 

This may hamper the growth and success of small businesses in the district. 

4.4.5. Shortage of skilled labour 

Most of rural areas are characterized by lack of skilled labour. One of the main 

challenges of entr-epreneurs in rural areas is to get skilled labour. According to Sarpong 

(2012), lack of skilled labour is a common challenge for small businesses in Ghana. 

Lack of skilled labour is the major pro I usinesses growth in the district. 

indicated that lack of skilled labour is a key n-r-""~m for small businesses. The workers 
University of Fort Hare 

in rural areas are not skilled enou 0~ ~Y' fk E ri 8J>Y low levels of educational 

attainment and formal skills. 

Moreover, turnover is also a problem for small businesses in the district. Due to low 

wages, labour turnover is very high in small businesses. The more skilled workers often 

move from small businesses to large firms in search of better pay and employment 

security. As a result of this, small businesses are forced to rely on cheap casual 

workers. The entrepreneurs also reported that lack of good work ethics among workers 

is challenge for small businesses growth in the district. Most of the workers do not take 

work seriously and are mostly absent from work. Worker absenteeism is, therefore, a 

major problem for small businesses in the district. 
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4.4.6. High tax rate 

Governments i_mpose tax on small businesses to deliver basic needs for their citizens, 

such as health, electricity, water and sanitation. High tax rate is one of the main 

obstacles for small business growth in rural areas. High business taxation reduces small 

business' engagement in entrepreneurial activities, investment, innovation and 

employment. The growth and success of small businesses in the district is hampered 

by high tax rates. In the study, ten 

entrepreneurs indicated that high tax r t 

in the district. Moreover, the entrepre 

high. This contributes to increased costs 

roblem for their business growth 

iness in the district. This is similar 

with the findings of Mahadea . , ~ ,.J\l:11...J V v at the tax system and 
Together in Excellence 

its compliance requirements are maJor stumbling blocks to the development of small 

businesses in South Africa. 

In a similar study, Brixiova (2009) indicates that high taxation is the most common 

constraint for small business development in Ethiopia. Small businesses in Ethiopia 

cited high tax rate as the highest constraint for their business. Taxation reduces cash 

available to the firm for reinvestment as well as job creation. It discourages the creation 

of sustainable development of small businesses in rural areas towards job creation and 

poverty reduction. 
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4.5. Conclusion 

This chapter presents data interpretation and analysis. Findings from this study 

revealed that rural entrepreneurship plays a crucial role in poverty reduction in ADM 

through employment creation and income-generation, skills transfer, social 

responsibility engagement and availability of goods and services. Despite the above 

role, rural entrepreneurship is also faced with numerous challenges such as inadequate 

insecurity. 

findings. 

killed labour, high taxation and 

University of Fort Hare 
Together in Excellence 
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CHAPTER FIVE 

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 

5.1. Introduction 

The previous chapter presented dat~ analysis and interpretation. This chapter therefore, 

provides the conclusion and recommendations. 

5.2. Summary and conclusions 

Poverty is the greatest challenge of the 

According to IFAD (2011 ), more than pie in the developing world live 

below the poverty line withou a-(;X)B&S-~tQ:,t>a.sHH ~l~ od, health, education, 

water and sanitation. The majoritl~ ~JIB~ ~ftflrYGn Cf,5%) of the poor are rural 

dwellers in the developing countries, South Africa notwithstanding. Like other 

developing countries, poverty is the main problem in South Africa. Many rural 

communities live under extreme poverty. Mbuli (2008) reported that seventy percent 

(70%) of the people in rural areas are living below poverty line without access to basic 

needs. 

In the past few decades, many governments around the world have implemented 

several strategies and polices for alleviating poverty, and one of them is 

entrepreneurship development. Policy makers, decision-makers, researchers, 

development planners and scholars seem to agree that entrepreneurship is the key 

inte~~~t~orJ strategy for poverty alleviation. Entrepreneurship is the best mechanism to 
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solve problems of poverty, unemployment, low economic growth and inequality. 

Entrepreneurship aids innovation, investment and marketing activities. 

Since the dawn of democracy in South Africa in 1994, entrepreneurship has been 

recognized as an important priority strategy for job creation. Entrepreneurship plays a 

significant role in poverty reduction, job creation and economic growth. The main 

objective of this study was to investigate whether rural entrepreneurship contributes to 

poverty reduction in ADM. In order to achieve this objective, data was collected through 

personal interviews among various gro p 

employees, customers and governme 

Graphs, tables and charts were used to prese nd interpret the research findings. 
University of Fort Hare 

The findings revealed that rural $ • e a crucial role in poverty 

reduction in ADM. Rural Entrepreneurship contributes to poverty reduction· in ADM 

through employment-creation and income-generation, skill transfer, engagement in 

social responsibility and provisioning of goods and services. The creation of 

employment in the district by small businesses contributes to the reduction of poverty 

among the Amathole communities. The study found that all the entrepreneurs had 

employees in their businesses. The income generated from employment helps the 

employees to meet their basic needs, such as food, health, education, electricity, water 

and sanitation. Most of the employees indicated that the salary they earn is enough to 

buy groceries for the whole month. 

119 



 

 

Small businesses also contribute to poverty reduction in ADM through skill transfer. 

Small businesses transfer skills to their employees. The findings indicate that small 

businesses transfer skills to their employees. Some of the skills transferred are sewing 

clothes, hair styling, catering, and making and repairing shoes. In addition, skills such 

as customer service and packing and repacking of products were reported to have been 

acquired in the process. This helps employees to engage in entrepreneurship activities 

in the future. 

ommunities at affordable prices. 

entrepreneurs make local arrangements on ing their goods and services to the 
University of Fort Hare 

people on account that they will p lh_.,__,..,..,pr: • e • c his does not only help the 

poor to access goods and services but also enhances social cohesion in the district. 

Moreover, the entrepreneurs play a significant role in social responsibility through 

donations to the NGOs which cater for orphanages and the elderly in the district. This is 

a pointer to the willingness and active participation of the small business owners in 

poverty reduction in ADM. 

Despite the role of small businesses in the district, small businesses face numerous 

challenges. These challenges are: lack of capital, poor infrastructural facilities, lack of 

access to market, high tax rate, inflation, lack of skilled labour and high insecurity for 

their businesses. These factors are limiting the success of small businesses in the 

district. 
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5.3. RECOMMENDATIONS 

Based on the findings of this study, the researcher would like to make the following 

recommendations. 

5.3.1. Improved access to finance 

Finance has been identified by many researchers as one of the most critical aspects in 

entrepreneurship development. Entrepreneurs need finance for the start-up, expansion 

should be improved for small 

businesses in ADM. The contribution 

should come up with new policy and stratel"'l'H"!>o-il"" provide financial assistance to small 
Universi of Fort Hare 

businesses. Financial institutions o8W ¥rtEi<t~ in °e flexible credit to all small 

business . owners. There should be flexible requirements to open bank accounts to 

secure funding and for small businesses to be more eligible for better loans. This would 

bolster their financial muscle towards business development. 

5.3.2. Access to physical infrastructure 

Creation of a conducive environment is crucial for small businesses development in 

ADM. Rural areas, compared to urban areas, have poor infrastructure. There is a need 

to improve infrastructure facilities in ADM such as roads, water, electricity, 

communication channels, business suppliers and business premises in order for small 

businesses have a positive contribution in poverty reduction in the district. 
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5.3.3. Expansion of entrepreneurship education and skills 

Entrepreneurship education and skills development is the most important tool for rural 

people to engage in for improved entrepreneurship activities. One of the main reasons 

for small businesses failure in South Africa is lack of business skills. Entrepreneurship 

training and education should be enhanced among the entrepreneurs. Education and 

training must focus on business skills, technical skills and entrepreneurial skills training. 

Business skills and education among 

instance, the researcher found that liter 

majority of entrepreneurs establish 

qualification like degrees and 

improved among the entrep,~,.-y, 

rs in rural areas is lacking. For 

the entrepreneurs are low. The 

esses without having higher 

of education should be 

contribution towards 

poverty reduction in ADM. 
Together in Excellence 

5.3.4. Market accessibility 

The sustainability of business depends on market access. Market is the key constraint 

factor for small businesses growth in ADM. High competition from large businesses, 

poor location, inflation and unemployment contribute to the reduction of market for small 

businesses in the district. Market accessibility should be improved for small businesses 

in order to increase their contribution in poverty reduction in the district. Government 

agencies and private sectors should assist small businesses in expanding markets for 

their products and services by organizing workshops. 
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5.3.5. Establish support institutions in rural areas 

Entrepreneurship cannot develop by itself; it needs support from the government. 

Apparently, there is limited support from support institutions in rural areas compared to 

urban areas. It is, therefore, recommended that the number of such institutions in ADM 

be increased. This is crucial to increase the contribution of rural entrepreneurship in 

poverty reduction in the district. Small business support institutions are key in promoting 

entrepreneurship by providing finance 

for entrepreneurs. 

5.3.6. Increase coordination among s 

For the success of entrepJJ; • Pr t i~ 
oge er zn xce ence , there is need for 

coordination of various stakeholders. The coordination between government and the 

public sector is curial for entrepreneurship development in ADM for poverty reduction. 

Sustainable entrepreneurship development requires concrete efforts among the various 

parties such as banks, consulting and training firms, internet providers and support 

institutions. Furthermore, it needs commitment from government, policy-makers, 

decision-makers, development agencies, private sectors as well as individuals to 

provide integrated support to the development of entrepreneurship activity in ADM. 

5.3.7. Enhanced security measures 

Crime is the major impediment to business in South Africa. Crime reduces the 

contribution of small businesses in poverty reduction in the district. The researcher 
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strongly recommends that the government must take strong action against criminals. 

The fight against crime needs the cooperation of various stakeholders. All stakeholders 

should be involved in the fight against crime in order for small businesses to have a 

positive contribution towards poverty reduction in ADM. 

5.4. Areas for further research 

The definition of small business needs further research in order for people to have 

better understanding of what small busin cause this definition differs from 

country to country. 

University of Fort Hare 
Together in Excellence 
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Appendices 

Appendix A: Interview guide for entrepreneurs 

1. Gender. 1. Male ( ) 2. Female ( ) 

2. Marital Status. 1. Single ( ) 2. Married ( ) 3. Divorced ( ) 4. Widowed ( 

3. Education level. 1. Elementary ( ) 2. High school ( ) 3. Certificate ( ) 

4. Diploma ( ) 5. Degree ( ) 

) 5. > 50 ( ) 

5. Nationality. 1. South African ( ) s pee ify-------------------------

6. For how many years have y .!De!~l'YltUPU~g ~M-;J~a? 
Together in Excellence 

1.1-3( )2.4-6( )3.7-9( )4. 10-12( )5.>13() 

7. Which type of business do you run? 1. Sole proprietor ( ) 2. Partnership ( ) 

3. Other ( ) 

7 .1. State the reason for the choice in the above question 7--------------------------------

8. Is your business registered at the South Africa (SARS)? 1. Yes ( ) 2. No () 
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9. What was your motivation of to start a business? 

1. Earn income for living ( ) 2. Secure food ( ) 3. Seeking other employment ( ) 

4. Other () --------------------------------------------------------------------------------------------

10. What was your source of capital to start a business? 

1. Family ( ) 2. Friends ( ) 3. Personal saving ( ) 4. Bank loan ( ) 5. Other ( ) 

11. What is the average gross monthly i 

1. 5000-10000 ( ) 2. 10001-15000~ ~ ~~0000 ( ) 4. 20001-25000 ( ) 

4. 25001-30000 ( ) s.3o o r 7. 40001-45000 ( 
Together in Excellence 

8. Above 450001 ( ) 

12. Do you generate any income from the business? 1. Yes ( ) 2. No ( ) 

12.1. If yes, what is the amount money you save every month in Rand? ---------------------

13. Do you have workers in your business? 1. Yes ( ) 2. No ( ) 

13.1. If yes state the number of workers that you have---------------------------------

14. What is the monthly salary paid to your employees in Rand? 

1.500-1000() 2.1001-1500() 3.1501-2000( )4.2001-2500() 

5. 2501-3000 ( ) 6. 3001-3500 ( ) 7. Above 3501 ( ) 
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15. Do you offer training programs to your employees? 1. Yes ( ) 2. No ( ) 

15 .1 . If yes specify these-----------------------------------------------------------------------------------

16. List the fringe benefits offered by the business to the employees------------------------

17 .1. If yes specify this----------u ·--· ~--4.r-F->tr-~ ...;......,...~.:wc=AII-----------------------------

Together in Excellence 

18. What are the current problems affecting your business? ----------------------------------
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19. Do you think entrepreneurship development can be a solution to reduce the poverty 

rate in your local area? 1. Yes ( ) 2. No ( ) 

19.1. If yes, state your reason ----------------------------------------------------------------------------

20. How does your business contribute to poverty reduction among the Amathole district 

communities? ---------------------------------- --

University of Fort Hare 
Together in Excellence 
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Appendix B: Interview guide for employees 

1. Gender. 1. Male ( ) 2. Female ( ) 

2. Marital Status. 1. Single ( ) 2. Married ( ) 3. Divorced ( ) 4. Widowed ( ) 

3. Age. 1. 18-25 ( ) 2. 26-33 ( ) 3.34-41 ( ) 4.42-49 ( ) 5.> 50 ( ) 6. >52 

4. Education level. 1. Elementary ( ) 2. High school ( ) 3. Certificate ( ) 

4. Diploma ( ) 5. Degree ( ) 6. Other ( ) -------------------------------------------------

5. What is the type of your employment? . Contract ( ) 3. Part-time ( ) 

6. What is your approximate monthly ea - ------------------------------? 
~~~::::::!I 

1. 500-1000 ( ) 2. 1001 -1500 ( . ) 3. 1501- Q00 ( } 4. 2001-2500 ( ) 
Un1vers1ty ot Fort Hare 

5. 2501-3000 ( ) 6. 3001-35olP9f0 bbil {lrnre 

7. Is your salary enough to buy the whole monthly grocery? 1. Yes ( ) 2. No ( ) 

8. Is your salary enough to meet all your basic needs (education, electricity and health, 

water and sanitation)? 1. Yes ( ) 2. No ( ) 

8.1. Give reasons for your choice ------------------------------------------------------------------------

9. Do you save a portion of your salary? 1. Yes ( ) 2. No ( ) 

9.1. If yes, how much do you save per month in rands?----------------------------
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10. Did you acquire assets since commencing work in small businesses? 

1. Yes ( ) 2. No ( ) 

10. 1. If yes, what type of asset have you acquired? 1. Building ( ) 2. Vehicle ( ) 

3. Land ( ) D. Other ( ) ------------------------------------------------------------------------

11. How many people live in your household-----------------------------------? 

13. What kind of benefits do you receive fr-

------------------------------- - ~.:uq.~~r.,:.'\,-"''r'-,..,F"'ll ~~ ~+'-~J.a ... i-•.q~~---------------------------
Together in Excellence 

14. Do you think entrepreneurship development can be a major contributor towards 

poverty reduction in your local area? 1. Yes ( ) 2. No ( ) 

14. 1 . State your reasqn-. --------------------------------------------------------------------------------

15. What is your view about the role of small businesses in reduction of poverty in 

Amatho le district communities? ---------------------------------------------------------------------
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Appendix C: Interview guide for customers 

1. Gender. 1. Male ( ) 2. Female ( ) 

2. Age. 1. 18-25 ( ) 2. 26-33 ( ) 3.34-41 ( ) 4.42-49( ) 5.> 50 ( ) 

3. Marital status. 1. Married ( ) 2. Single ( ) 3. Divorce ( ) 4. Widowed ( ) 

4. Education level: 1. Elementary ( ) 2. High school ( ) 3. Certificate ( ) 

4. Diploma ( ) 5. Degree ( ) 6. Other ( ) --------------------------------------

5. Do you buy goods or services from s 

1. Yes ( ) 2. No ( 

5.1. Give reasons for your chou r~1t:r~tt~ o~f ~~~iHare------------------------------
----------------------------------------------· V • .......,""-~''VLL'V ------------------------------------

6. Are you satisfied with prices of goods and services charged by small businesses in 

your area? 1. ( ) 2. No ( ) 

6.1. State the reason for your choice-----------------------------------------------------------------

7. How are the prices of goods and services from the small businesses? 

1. Low ( ) 2. Medium ( ) 3. High ( ) 
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8. What is the main reason of purchasing goods from small businesses? 

1. Consumption ( ) 2. Resell ( ) 

9. Do you buy goods or services on credit from the small businesses? 

1 . Yes ( ) 2. No ( ) 

10. Do you believe the existence of small businesses contribute to poverty reduction in 

your local area 1. Yes ( ) 2. No ( ) 

10.1. If yes or no state your reason-------

11. How the Amathole communities benefited ram the existence of small businesses? 
University of Fort Hare 

--------------------------------------- Together in Excellence __________________________ _ 

12. What is your view of the role of small businesses in the reduction of poverty in 

Amathole district municipality? --------------------------------------------------------------------------
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