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ABSTRACT

It has been noticed that many countries around the world have started making the
construction and development of industrial SMEs one of the critical driving forces for
economic growth of their countries. The SMEs industry has shown growth and good
performance in East and Southeast Asia (South Korea, Singapore, and Taiwan). Many
researchers have undertaken research on small and medium enterprises (SMESs) in South
Africa, including the development of rural entrepreneurship. Despite numerous articles and
numerous past research surveys conducted on SMEs in South Africa, Brazil, Nigeria,
Ukraine, Tanzania, Botswana, China, Taiwan, UK, Australia, USA including many other
developng countries, the understanding of the determinants of survival and growth of rural
SMEs in rural areas, with specific reference to Kwazuatal (KZN) and the existence of a
growth model remain largely unknown. Since rural businesses operate in different
environments from those in urban areas, it is essential to have a broad understathding
knowledge of business characteristics of small and medium enterprises of rural entrepreneurs,
including their personal attitudes, rural entrepreneurial orientationvtly of business,
external/internal environmental dynamics, as well as rural entrepreneurial resources. In recent
times, rural entrepreneurship has had a huge impact on many issues, including economic
development, employment, food supply and social safdfith more and more people
moving from the rural areas to urban areas due to a lack of employment opportunities and the
complexity of running their own business, the problem of potential social unrest and many
other problemshecomemore and more real. Thuit is very important that researchers,
especially in those countries with large numbers of people living in the rural areas to
investigate this problem and provide ways of how to solve it.

The assumptions and the confusion, surrounding rural SMEs shwiaragers awareness,
perceptions and the understanding of various determinants of survival and growth of rural
SMEs in their areas, highlights a need and creates interest for academics to conduct more
research in this particular area. There are a numbether important reasons, such as the
failure rate of SMEs that also need to be investigalidds study was conducted within the

rural areas of the southern region of KZN province, using quantitative research methods. The
sample for the study consisted 150 owners/managers of SMEs. The respondents were
selected using quota sampling and required to complete a research questionnaire, with an
interviewer present to assisfThe research instrument consisted of a d¢lesded,



guestionnaire made up of a 5ipoLikert scale with the questionnaires distributed to five

selected areas in the rural southern region of KZN province.

The research findings indicate that the sizetloé local market is very small foselling

SMEs products; poor infrastructure has impact on their business growth and lack of
financial support as well as tough government regulations adversely affect SME growth.. This
study provides both theoretical and practical implications for rural entrepreneurs and policy
makers. The study prests a number of recommendations, including a conceptual growth

model for rural SMEs.
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CHAPTER 1: INTRODUCTION AND BACKGROUND OF THE STUDY

AOwing to the existing growth appraisal SYys:
and neglect the i mpaoegekmeen of Dhuagdj twbil ¢h
provides the best explanation of many cases where SMEs perform well today but go bankrupt

tomorrowodo Gao and Banerji (2015:176) .

1.1INTRODUCTION

The role of smalandmediumenterprises (SMES) in a nat@alreconomy has been emphasised all
over the world,as theyplay a crucial role in the creation of jobs, growing the economy and
reducing povertySubhanMehmood ancattay2013.SMEG6s ar e fl exi bl e an
into account the size and tbasiness structurélence, it appears that there is less attention given

to SMEs operating in rural places; as a result, there is little knowledge about different challenges
confronting them. Howevethere is potential to improve the overall performant&MEs and

their competitivenesmcluding those in rural areas with specific reference to KwakRlatal. In

order to compete locally and globally abd sustaimbly successful, rural businesses must not
only excel intheir growth, but also persevemerthe longterm (Raduan, Jegak, Haslinda and
Alimin, 2009 Maclean Jagannatharand Sarvi 2013; Agbenyegah 2013; Hua Kabia and
Arkady, 2015. Achieving such a sustainable growth and competitive advantage status is not
possible without a proper roadmap etrategy being outlined and putarpractice A review of

the iteraturefrom many countriesndicates thagovernments focus more on making policies and
allocating financial resources for rural development, which includes promoting small bulsutess
without really understanding the problem of why small business cannot grow beyond the survival
stage. Rural areas have unique and different geographical profiles and the environment is unlike
that of urban area3hese degrees of difference include busimbssacteristics, personal attitudes
towards growthentrepreneurial orientation, entrepreneurial intention as well as entrepreneurial
skills and resourced his means that business methods, systems, understanding of determinants
and new growth models wilbe unique andlistinct from those ofirban areas.Therefore new

ideas and new thinking are required to address the challenges facingusirslsommunities.
Furthermorea newand broadunderstanding of determinants and the adoption of growth models
mu s t be developed and i mpl e men tThis stutlyoaimg tos u r

identify and discusghe various determinanisontributing to thesurvival and growth of rural



enterprses an analysis of their significant impact on the survival and growth on rural SMEs and

then recommendations for the most appropriate model for adoption.

1.2BACKGROUND OF THE RESEARCH

South African smalbkcale businesses do not grow; their failure cht@5 percent is one of the
highest in the world (Olawale and Garwe, 20Bisseker 2014; Wagner, 2035 The authors
highlight that new entrepreneurs in South AfriA) do not move from the first stage of
existence and survival to success, taeandgrowth tomaturity. In order for small businesses to
compete or have a competitive advantageans thatthey have to grow beyond the survival
stage and keep on growingccording to Global Entrepreneurship Monitor (GEM) (2014) South

Af r i c ads preretrial aabivity isevery lowefor a developing natios mere quarter of that

seen in other suBaharan African countries, thus placing South African entrepreneurial activities
below other African countries such as Angola, Botswana, Burkina Faso arnetdoanhopez
Claros (2008) states that ACompetitiveness
countries can sustai n ovenmthatlargeheudskilledlaboua forcee me r
it is essential thabA develops a competitive apgach in the global marketplabecause, witlthe

fall of international barriers to the flow of goods, services, capital and lginotgcent yearghe

global economynas been transformgtopez Claros,2008. Torun (2007)oelieves thathe rapid
globalisation and the strong demand for the development of national ecorfomies influences

the agenda for social and rural economic transformatiba.Department of Rural Development

and Land Reform (DRDLR{}2015:6) indicates that despite many attempigealing with social

and economic underdevelopment ills, statistics show that over half the households in the former
homeland areas rely on social grants or remittances, from relatives and friends working in the
urban and commercial farming areas, compdme@ quarter of households in the rest of the
country. According to the report this picture has not changed significantly over the last few years.
This means that South African rural entrepreneurship is subject to change, in order to cope with
global chang andtheevolution of knowledge.

Based on the above backgrousdall businesses in the rural areasséfneed to grow beyond
their survival stageto becomecompetitive and gain a competitive advantage. Brand, Schutte and
du Preez (2013) state that a business growth model for SMEs in the South African context does
not exist. Therefore, it is more difficult for South African politykers to know which steps to
take in order to transform smiadlcale, informal enterprises, into dynamic f&rmmperating in the

2



formal economy, particularly those in rural are@Bis studyproposedo identify dteterminants
influencing the survival and growth of rural enterprises in KZN. The study will also recommend

the adoption of an amended growth model taaxt be used for rural SMEs in KZN.

1.3 RESEARCH PROBLEM

Most new smallscaleenterprisse in SA do not grow beyond the survival stage (Olawale and
Garwe, 201029; Chimuchekaand Mandipaka 20141-8). This problem is echoed by Estrin and
Mickiewicz (20L1) who asserted that entrepreneurship and SME creation still remain lower in
transition economies such as South Africa than in other developing countries despite the fact of
there being more than 21 years of democracy. Martin (2013) adds that therdl anarst
challenges facingsmall business growthfor SME owner/managers include expansion,
management and business practi¢dagthermore, Ropeand Hart(2013:4) maintain thaamong

SMEs high growth is often episodic and not sustaidetording toDzansi(2016), small rural
businesses, on an individual basis, have not been contributing as much as would be liked becaus
they do not grow in terms of production or employment capacity. HowBvansistudy did not
provide broad details with regard to the isas determinants contributing to the growth and
success of rural SMEs in South African with specific reference to KweaXatal. Cant and
Ligthelm (2003, in Cant and Wiid, 2013:707) are of the opinion that the number of failed SMEs
can be estimated at -BD percentn South Africa Kennon, Snyman, Schutte and von Leipzig
(2013:817) believe that the failure rate is due to the fact that South African SMEs are unable to
overcome the primary obstacle of access to funding, which translates into an inahtiigyrtdhe
necessary physical, human and consulting resoufcessudy conducted in KwaZulatal by

Clover andDarroch(2004) identified eight dimensions of constraint namely: a lack of access to
services; funding constraints at stai; lack of managenmé capacity in the enterprise; access to
tender contracts; compliance; compliance costs associated with VAT and labour legislation;
liquidity stress; lack of collateral; and lack of institutional support for SMES. In addition, the
study conducted by Lekhga (2010) indicates that a lack of use of marketing tools due to the
lack of knowledge and resources such as human capital and financial support contributed
negatively to their expansion and growth. However, all these studies did not provide
understandingnd knowledge of theeterminants of survival and growth of small and medium

enterprises in rural KwaZdiliNatal



Recent studies conducted in rural areas of Kwaduddal by Mason and Lekhanya (2013)
indicates that a lack of cooperation among SMEs ccadntract the lack of resources and
business knowledge. Furthermore, Mason and Lekhanya (2014) found that SMEs in rural
KwaZului Natal are faced with internal and external challenges; these include poor infrastructure,
lack of human capital, lack of finalat support, poor technology and communication
infrastructure, bad roads and transport, lack of business networks and marketing stitegies.
sentiment was echoed by SEDA (2016) stating that the SMEs landscape in South Africa is
challenged by access tinance and markets, poor infrastructure, labour law, crime, skill
shortages and inefficient bureaucradyese problemsare caused by lack of knowledge and
understanding of théeterminantghat affect the growth and survival of enterprises in rural areas
with specific reference to rural KZN and the unavailability of a growth model for small
enterprises operating in a turbulent environment and in udeeeloped areas, such as rural
KZN. ThereforeJack of understanding of these determimgghemain poblemthat this study is
intending to investigate and provide significant tests that impact on survival and growth of rural
SMEs.

Ballinger (20121) supports the premise that small businesses need the right systems in place to
ensure thie continuel sucess These systems include a new understanding of various
determinants affectingrowth and survivabf rural enterprisesplus new business models and
methods. The availability of the existing literature on small business growth nsbaleésd with

the work of Tan (20041). Yet, no growth model for rural entrepreneurshgs come to light

which mightbe due to the lack of cleanderstandingf the determinants affecting tlggowth

and survival ofenterprisesoperating in rural placesnore especially in rural KZNA study,
conducted in KZN by Wynne and Lyne (200Bhighlights that rural, small enterprises in KZN

are faced with many problems. These include institutional, legal, financial management, physical
infrastructure, monitoringraining and technology transfer. Even though these problems are not
unique torural KZN, the focus of this study will biscussed o therural areas of the south region

of KZN only. Therefore, it is important to offer a clear understanding and broad|édgev of
various determinants of survival and growth of rural SMEs in KZN. This study will provide a
steep curve of understanding on determinants affecting survival and growth of rural SMEs which

policy-makers and all stakeholders can learn from.



1.4 THE PURPOSE OF THE STUDY

The purpose of the study is twofpltamely to:
1 Establish the various determinants of survival and growth of rural enterprises in KZN; and

1 Propose adoption of an amended gromtidel for rural SMEs in KZN.

1.5RESEARCH AIM AND OBJECTIVES

The following section will state thgrimary and secondanbjectives of this study.

1.5.1 Primary objective
Theoverallaim of this study is tinvestigate and describe determinants of survival and growth of
small and medium enterpris@s rural KwaZulu Natal; and suggest the adoptioh prototype

model guideline®f determinants of survival and growth of SMEs in rural KZN.

1.5.2 Secondary objectives

With regard to sulbbjectives which emanated from the literature review in ordeckieve the
overall aim of this study, the following secondabyjectives have been set

Subobjective 1:To provide a comprehensive literature reviewtloa determinantsf survival and
growth in KZN of rural SMEs;

Subobjective 2: To determine the businebsiracteristics of small and medium enterprises in
rural areas

Subobjective3: To ascertain the entrepreneurial characteristics of rural SMEs in
KZN;

Subobjectve 4 To identify any institutional environments which have an effect
on the survival and growth of rural SMEs in KZN;

Subobjective 5 To examine the sociocultural environment that affects the survival
and growth of rural SMEs in KZN;

Subobjective 6 To establish which financial and infrastructural environments
affect survival and growth of rural SMEs in KZknd

Subobjective 7 Propose the adoption of an amended SME growth model that can be used
by rural SMEs in KZN



Therefore, inorder to measure the aims and objectives for this study, the research hypotheses

were formed from a literature review, with the variables that form descriptions of the proposed

model (see Section 1.6.1 for description of proposed model and test forlesaf@bproposed

amended prototype model).

1.6 RESEARCH QUESTIONS

This study attempts to answer the following critical questions:

1.

Which determinants of survival and growth from the literature actually affect the

continued existence and development of SMEsiial KZN?

2. What are the bsiness characteristics of small and medium enterprises in ruré? areas

3. What areheentrepreneurial characteristics of rural SMEs in KZN?

Which institutional environmentreeffecting the survival and growth of rural SMESs in
KZN?

What arethe socio- cultural environmerstthat affect the survival and growth of rural
SMEs in KZN?

Which arethefinancial and infrastructural environments affegtsurvival and growth of
rural SMEs in KZNp

. What are the characteristics of theposedorototype model to be adopted for survival

and growth of existing and developmennefvSMEs in rural KZN?

1.6.1 Description of the proposed prototype model to be adopted.

Business models have become popular and play a significant ralehieving and sustaining

impactful, profitable innovations. In several industries, standards can be a key element of business

model systems and leadership (Ballinger, 2012:1).

This study, therefore, intends poopose the adoption of an amended growtkirtmssnodelthat

will be used toguide growth for rural businesses, which will cover the following theoretical

constructs of growth:

1 Small business growth;

1 Entrepreneurial orientation;

1 Environment dynamics;



Resources;
Age;
Attitude; and,

= =/ =2 =

Industry sector.

The proposed model to be adopted explains the ability, need and opportunities of rural
entrepreneurship, with regard to the above constructs of growth, as these are not the same and ai
characterised by different challenges. The mod#luistrated bythe use of diagrams, with labels

showing the links of the theoretical constructs of growth information (Figure 6.1).

1.6.2 Hypotheses

In order to determine the significance of this study through hypotheses testing, each of the
following variables was tésd in order to determine the relationship between its relevant
constructs and small rural business survival and growth in rural KZN. This section presents the

null hypothesis (Ho) and alternative hypothesis (Ha).

Ho 1.1: To determine ifthereisarela ons hi p bet ween entrepreneur
rural entrepreneurial orientation growth;
Ha 1.1: To determine if there is no relation

and rural entrepreneurial orientation growth;

Ho 1.2:To deternme if there is a relationship between rural entrepreneurial orientation and
small business survival and growth;
Ha 1.2:To determine if there is no relationship between rural entrepreneurial orientation and

small business survival and growth;

Ho 1.3:To determine if there is a relationship between external/ internal environment
dynamics andural entrepreneurial orientation growth;
Ha 1.3: To determine if there is no relationship between external/ internal environment

dynamics andrural entrepreneurial orientation growth;

Ho 1.4: To determine if there is a relationship between rural entrepreneurial attitude and



small rural business survival and growth;
Ha 1.4:To determine if there is no relationship between rural entrepreneuriadl@tina

small rural business survival and growth;

Ho 1.5: To determine if there is a relationship between external/internal environment
dynamics and small business survival and growth;
Ha 1.5: To determine if there is no relationship between extereatial environment

dynamics and small business survival and growth;

Ho 1.6: To determine if there is a relationship between age of the business existence and
small rural survival and growth;
Ha 1.6: To determine if there is no relationship betwagof the business existence and

small rural survival and growth;

Ho 1.7: To determine if there is a relationship between resource (human capital/ networking)
and rural entrepreneurial orientation growth;
Ha 1.7: To determine if there is noagbnship between resource (human capital/

networking) and rural entrepreneurial orientation growth;

Ho 1.8: To determine if there is a relationship between the industrial sector and rural
entrepreneurial orientation.
Ha 1.8: To determie if there is no relationship between industry sector and rural

entrepreneurial orientation

Ho 1.9: To determine if there is a relationship between institutional barriers to growth and
rural entrepreneurial orientation growth;
Ha 1.9: To determine if there is no relationship between institutional barriers to growth

and rural entrepreneurial orientation growth;

Ho 1.10: To determine if there is a relationship between financial barriers to growth and
rural entrepreneurial ggntation growth;
Ha 1.10: To determine if there is no relationship between financial barriers to growth

and rural entrepreneurial orientation growth;



Ho 1.11: To determine if there is a relationship between social barriers to growth and
rural entrepreeurial orientation growth;
Ha 1.11: To determine if there is no relationship between social barriers to growth

and rural entrepreneurial orientation growth.

1.7 SIGNIFICANCE OF THE STUDY

The reason for doing this study is to contribute to the bodkisting knowledge concerning the

growth of the SME sector in South Africa with specific reference to KwaZiatal rural areas.

This study will not only have academic and educational potential, but atso impacton the
actual economic life of the SMEs own@nsinagersn the rural areas in many countries. Owners
of such small businesses can sedorhanswersto their questions in 1B studyand understand
many issues that will help them to maintain and develop theindsss successfully, supporting

their countries imneconomic and sociahanner.

This study will demonstrate elements of a rural entrepreneurship growth model beyond the
survival stage. Most of the work done on entrepreneurship has concentrated orgebdemg

rural entrepreneurs, without suggesting a new business growth model to enablscaleall
industries to grow beyond the survival stage, particularly with regard to rural businesses.

It is envisaged that this contribution will be useful to peaplthe South African entrepreneurship
sector, as well as individual rural entrepreneurs, since it will act as a guide in their decision
making, providing advice on what to do when their businesses are not performing well. This study
will be a useful toolfor all who operate businesses, by providing data from which to make

informed decisions, regarding economic and innovation strategies for survival and growth.

The study outcomes intend to enable rural entrepreneurship to grow, particularly in rural KZN
areas. From a rural economic and innovation perspective, this research will provide an
understanding of what needs to be done to bring about a more desirable environment of
entrepreneurship development and support in rural areas in K&&lliterature revieed (see
Chapter 2 and 3) underlines the need for studies that address the survival and growth of rural
SMEs. Ultimately, it is hoped that the results of studies of this nature will contribute to the

assurance of standards of quality, in the developmehsapport network for entrepreneurship,
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on the part of government and other external funders. This contribution aims to, in tterfong
assist in improving effective and efficient utilization of scarce developmental and support

resources for entrepreres i n KZNOGs rural areas.

1.8 SCOPE OF THE STUDY

This section will provide a brief discussion on the delimitation and limitations of the study.

1.8.1 Delimitation of the field of study

The focus of this study is on understanding the vargmisrminants of rural enterprises in KZN
and providing an entrepreneurial growth model for the survival and growth of rural enterprises,
beyond the survival stage. This study did not consider other provinces in SA, as research was

confined to KZN only.

1.8.2 Limitations

It was considered that a lack of time and willingness by entrepreneurs to complete questionnaires
might create problems in obtaining a representative sample. This study was focused only on
existing businesses and did not consider propdsalsew businesses. To deal with these issues,
three (3) months (May, June and July, 2015) were allocated to the field work. The intention was to
provide the researcher and research assistants enough time to explain the purpose of the surveys
more detd to the target population. This action assisted in creatiliopngnessfor respondents to

participate.

1.9 OVERVIEW OF THE RESEARCH METHODOLOGY AND DESIGN

The purpose of this section is to explain the research methodology for this study. Thé<{irst su
section will deal with the research design, sampling, data collection and analysis. The validity of
the data will be dealt with in the second mdttion, as well as the potential for error in the
methods chosen. The control of these errors is of dradargcern in research, and every effort will

be made by the researcher to reduce errors. However, more details on the methodology for this

study is presented in Chapter 4, but only a summary is presented here by way of introduction.
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1.9.1 Design ofresearch

This study used a quantitative technique, with primary data to be collectéderefore being
guantitative in nature. A questionnaire was developed andepted in order to obtain the

required information. This study used a Likscale closd-ended questionnaire.

1.9.2 Target population of the study

According to Saunders, Lewis and Thornhill (2009), the full set of daseswhich a sample is

taken is called a population. Therefore, for this study target population are 150 SMEs
owners/nanagers operating in rural southern region of KZN. The choice of this number is based
on the SEDA report (2016) and information provided by SEDA offices in the selected

municipalities (see Appendix 3).

1.9.3 Sampling method

Saunders, Lewis and Thornh{2009 213 state that sampling techniques can be divided into two
types: probability (representative sampling) and ipoobability (judgmental sampling).
Probability sampling uses a random selection technique whilg@rairability sampling does not

follow random selection but rather relies on judgmental procedure. For this stugyahatility

was applied in the form of quota sampling techniques. The obvious advantages of quota sampling
are the speed with which information can be collected, the lowdrafodoing so, and its
convenience. Furthermore, this technique is suitable for this study because of unpredictable
numbers of registered SMEs owners/managers operating in selected areas for the survey,
therefore, the researcher has to use profile chaistate of the target population for the selection

of participants. Plowright (2012) supports the premise thatpnobability sampling involves
selecting cases that do not necessarily represent groups outside of the research. They are chost
because theesearcher knows that they have information that will contribute directly to answering
the research question. Furthermore, SEDA offices in the selected municipalities were contacted to
confirm the numbers and the SEDA report (2016) also was used to Vverifyumbers of SMEs

owners/managers operating in the selected areas (see Appendix 3).
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1.9.4 Measuring instruments

The study used a closethd structured questionnaire as a measuring instruments to make the
results valid and reliable geer the content and predictability of research. The questionnaire was
used to measure the variables across the rural SMEs in KZN. Most of the study variable measures
were extracted from the literature review which was the main source of information used to
formulate the questionnaire for this study. The researcher and research assistants distributed th
guestionnaire to the respondents to make sure that it would be filled in by the right person and

respondents would get assistance required at any timemything regarding the questionnaire.

1.9.5 Data collection instruments

The study used a clos@hded questionnaire for data collection. Primary data was collected from
150 SMEs operating in rural KZN. This research was quantitative in nature andtermyesre

was used to collect data from SMEs owners/managers in rural KZN. Since the SMEs are spread
al | over the five selected areas, the resea
administer the questionnaires. With the help of a rekeassistant, the questionnaires were left
with respondents to be filled for the full period of 7 days then collected for capturing.

1.9.6 Data analysis

Frequencies were used to determine how often a respondent made a certain response to
particular question, and were also used to check the coding of data. The descriptive statistical
analysis method was used to deternilmeextent ofvariousfactors influence on the survival and
growth of rural SMEs in KZN Correlation analysis was alsoree in order to show whether and

how strong pairs of variables are related. The Spearman rho test was applied to determine the
relationship between the variabl es, Cronbac
consistency tests to confirm the iy and reliability of the results; and tidannWhitney U

testwas done to identify neparametric variables

To establish the significance of individual variabkesprrelation analysis test was applied at 95%
level of confidence. The data analysisswibne using the Statistical Package for Social Sciences
(SPSS) 23.0 version and the presentations and discussions of theareshitsvn in chaptefive.

The results obtained were presented using tables and graphs, then analysed according to th

researh objectives, followed by conclusions and recommendations arising from the outcomes
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1.10 Validity, reliability and trustworthiness

The correlation coefficient test, Pearson product moment correlation coefficient (r) and
coefficient determination (q), and ttests, at 90% and 99% levels of confidence were used to
determine internal and external validity. Furtkiee chisquare tests and other relevant tests were

applied to test the validity and reliability ofisrstudy.

1.11 DEFINITION OF TERMS

Key concepts made use of in this study are defined below

Small and medium enerprises: Any business with fewer than 200 employéesieemed an

SME, according tofie South African gover nmeas{Samlalagen
2015).\Wherethere ardewer than50 workersthe business ideemed smallyith between 50 and

200 employees considered asedium sizedThe National Small Business Amendment Actd?9

2003). Moreover,SMEs are stated asaving an annual turnover of R5 milliorwith the SME

ownes directly involved inthé® u s i dadysnaragement issues.

Determinants: Theserefer to arange of complex factors explaining small business growth
(Krasniqi, 2008).

Growth-type SMEs: SMEs with the ability, in the next three years (ldagn) tocontinuously
excavate and make use of both internal and external undeveloped resources, thus showing a trenc
expanding from weak to strong and small to big , and to attagvelution between enterprise

and environment (Gao and Banerji, 2015:182).

Business survival and growth model:/An enterprisé s s ushould alveays be observeder

two consecutive years. Faxample an enterprise thatame into beingn year xx should be
considered as having survived to xx #aly if it was also active in year xx + 1, and ga
Therefore survivals from a survival year to the following year should be identified in the same

manneras survivals from a birth year to the following one.
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1.122 STRUCTURE OF CHAPTERS IN THE REPORT

Chapter 1 introduces the reader to the problem statement of the,stftdy which it informs the
readerof the intentions, aims and objectives, as well asstiteu dimgitatisns. This chapteacts

as aguide through the research problem and ouliheintended solution athe problem.

Chapter 2 coves the firstpart of the literature reviewproviding an overview of previous
research on theural entrepreneurship sector with specific reference to South Africa in southern
region of KwaZulu Natal province. This is to identify relevant theories and growth models for the

South Africa rural entrepreneurship sector, particularly in rural areas.

Chapter 3 consiss of the secongart of the literature reviewelating tothe internal or personal
and external/economic environmental factors, entrepreneurial knowledge, and the entrepreneurial

abilities of rural South Africans.

Chapter 4 discusss the research methodologyith specific reference to a quantitative study.
This methodof study isused todescribethe relationships between the variables to determine if
the research hypothessareacceptable. The quantitative method will use a statististlsiech as

a diisquare tesby applying the Pearson correction. The Pearson correlatioiCambaclh s
alphawill be used to test anehsure theelevance of theelationships of variables

Chapter 5 compriss the analysis and results, presenting the statistical analysis of the data
obtained through the questionnaires. It will describe how the data will be processed into

meaningful results that the reader will be able to interpret and understand.

Chapter 6 focuseson the interpretation of the results for this study, relative to the findings of the

literature review.

Chapter 7 this chapter outlinethe conclusions drawn from the findings @hapter6 andvarious

recommendationaremade for further research.
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1.13CONCLUSION

This chapter concentrated on discussing the background associated to the basis of the objective
of the study. The problem statement regarding the study contended that most studies in existing
and developing rural SMEs have been facétt wany challenges everywhere in the world. The
statement also argues that the debate on various determinants affecting survival and growth of
rural SMEs is inconclusive and the empirical findings on how these determinants relate to survival
and growth kep on giving conflicting results. The chapter offers the significance of the study for
government policy makers, business authorities and owners/managers as well as fellow

researchers. It concludes by giving the meaning of terms and the structure esike th

The next chapter provides a review of the literature ométerminants of survival and growth of

small and medium enterprises in rural KwaZulNatal

15



CHAPTER 2: LITERATURE REVIEW ON THE RURAL ENTREPRISE SECTOR

2.1INTRODUCTION

Rural entrepreneurship is thatpe of entrepreneurship which ensures value addition to rural
resourcsin rural areasengaging largely rural huma(Bad, Patel, Patel and Tare, 2€/)3 Many
communities in ruraBA are still living in poorconditions Yan der Walt, 200@),with SMEs
operating in most rural and lagging areamstituing an integral part of the local economy and a
major source of employmeris argued byeggheri and Pellonf20061 ) . Africeads ¢
today are becoming more dynamic, and agricultural growth is catalysing broader rural growth
(Willebois, 2A.1:7) and on that basi/right and Stigliani (201:3) suggest there is a greater need

to understand the processes that underlie entrepreneuriahgrowt

Uddin and Kanti (201:366) explain that SM& Guccesss depenént on a number of multi
dimensionalaspects, withsome internal and some externdlhus, both policy makers and
entrepreneur®ught tounderstand how they affette survival and growth othe firm. Rural
entrepreneurships faced with the challenges ahortages, deficiencies and laok finance,
networking, electricity, equipment and marketimgth small anddistant markets, poor transport

systens, as well asorruption (Ngorora and Mag@013).

Noteworthy factorsi n f | u e n c igrowth &d&ssibal according toHove and Tarisai
(201357), include the business plan, marketing strategyission/vision, and finance. Ayani
(20131) suppors the findings ofthe most common constraintendering SME growth and
survival, as being dack of financial supporandqualified human resources, competition barriers,
andunyieldingbusiness rules and regulatio@n the other handViitchell and Jesselyn (2@a.)

state that there have been no madnto the characteristics of South African entrepreneurial
networks as well as how these networks are udddnethelessManzano, Ayala and Parra
(20121) maintain that the most significant variables that explain growth are experience, the

| e a d eilrerics level argl his or her understanding of the business environment.

Wolf (2001:) statesthat in most African countriesa significant share of production and
employmentare accoungd for by SMEs, thus,directly connedéhg the SME sectoto poverty
alleviation In considering the situation of most African countries, Kim (2011:1) highlights that

there are several impediments that have to be remavexder for SMEs to flourish.On the
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otherhand, PauHa mz ah, Samah, (26181xmentioratmatthe ngj@ kel factors
of successare past experience of the entrepreneur and customer servicel komwof the
businessHowever, theyalsomaintain the most cruciabstacles beinghe lack ofopportunities
or ability to access finanal support from suitable government orgasations, inadequate

infrastructureandcorruption.

According to Barbero, Casillas and Feldman (20}, 1ISMEsshouldpossess high capabilities in
specific functional areaso asto grow fast and intensivelywith the marketing and financial
capabilitiesof businesses positively associated with market expansion and innguheseare
two ingredientghat SMEs could utiliseo achieve high growth. Hamelin (2009:1) argues that firm
growth is not limitedonly by financing constraints budlso by familyi related attitudesand
increasing firm growth requires policies that shape incentives in small family businesses.

2.2 SMESECTOR DEVELOPMENT FROM AN INTERNATIONAL PERSPECTIVE

All over the world SMEs are shown tglay crucial rolesn a variety of differenteconomies
(Wolf and Pett, 200268284, Mmbengwa Gundidza Groenewaldand Van Schalkwyk, 2009
Akugri, Bagah and Wulifan, 2015; Almutairi and Sathiyanarayanan201532). According to
Witbooi, Cupido and Ukperé&011), entrepreneurial activities around the world accountdor
average about 70percent of the Igbal Gross Domestic ProductGDP). However, in SA,
entrepreneurial activities &n account for 40 percent o f t he countryos
unemployment rat®f approximately 25ercent accelerating entrepreneurial activity becomes
crucial in a developing countrsuch as SAWitbooi, Cupido and Ukpere (2011ln a sudy
conducted inTurkey, on the intensity of small business owners #rekenvironmentatifficulties
they encountereds predictors of growth intentionis is highlighted that financing problems and
the lack of know how havea significant relation to growth plans (Kozani, Oksoy and Ozsoy,
200611471 129 EniolaandEntebang20153341 342).

The Bangladesh Prime Ministext the small and medium enterprises {20101) suggesthat
since SMEs are the biggest employer of industrial worketisatcountry,thatsmall and medium
enterprises (SMEskhould be incorporated into the efficiefdrmulaion of policies and
implemenétion, to attain various goals that wouddsentiallyincludea balance development of
the country.The OECD Economic Survey (201D indicates thato encourage the formalisation

of small firms, lessening red tapdrough simplification of the licensing processid lowering
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tax compliance costsvould help to enhance the quality of human resources in Indoaedia
would benefit the SMEs.

A study conducted in Indonesia by Tulus (26%118) points outthat the mairimitations small
entrepreneurgace are insufficient working capital and marketing difficultieglong with low
support of SME development from government progrem In addition, Agwu and Emeti
(2014101-114) maintain that major challenges SMES performanceare poor financingand
inadequate social infrastructuss well as théack of managerial skills and multiple taxation.

Accordi ng t o :1Ryiratimegdanged Europp2ah Urti(iEU) of 25 countriesome 23
million SMEsprovide around 75 million jobs and represenip@@centof all enterprises. SMESs in

t he Eur op ¢EUnshatérof tatahamploymeribetween 2002 and 201@as 80 per cent

and thee small enterpriseaccounted for 99.8 percent of the 20.8 million irfamancial
enterprises in 2010 (EIM Business and Policy Research, 20iB)itain, for instance SMEs are
consideredhe backbone of the British economy (Rowe, 2008). Accordingya n g 6 o); | ( 2
the Department for Business, Enterpisel Regulatory Redrmd 6BERR) Enterprise Directorate
Analytical Unit, the Wited Ki n g d o m6 econdmy 6 )9%ercentSMEs, employing 14.23
million people, out of a working population of approximately 30 million. In terms of UK turnover
and GDP the UK SMEs account for 18trillion sterling (British Pounds). SMEs (with at least
one employee) outperform the large UK Corporations in terms of productaégpite having
minimal resources, little support and being largely ignored. Large UK Corporations of 250
employees anaver account for 5®ercentof employment but only 50.8ercentof the UK6 s
turnover (ibid). hus the UK economy is supported by SME performance, and improving
performance will have a substantialppsitive effect on the entire UK economy.

Similarly, SME s are the Dbackbone of Si n peacentof thed s e
countryob6s GDP percentoenmaenmaliabyeb6Pobs ( SND), 20
SMEs in the Wited States ofAmerica (USA)employed about 60 million of neiarm, private

sector workers in 200@onstituing 99.9 percentof the 27 million employer and nbemployer

private norfarm businesses (United States International Trade Commission,33A1%08). A

report from the Asian Pacific Economic Cooperation member cegnstiows that 9percentof

all enterprises are SMEs, empioy 32 to 84 percentof the population (Desouza and Awazu,
2006). In Africa, a $udy, conduced by Okpara (201156) in Nigeria reveals thata lack of

financial support, poor management, corropfi lack of training and experience, poor
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infrastructure, insufficient profits, and low demand for produahd services are the most
common constraints hindering small busideg®wth and survival. SMEs in Ghana account for
only 15.55percentof the totdlabour force and contributsix percento the GDP (Kagnula and
Quartey, 2000).

Gao and Banerji (2015:175) stipulate that, |
60% of the countrydés GDP had been temaethad ed
99% of all the countryo6s enterprises. I n ad
while contributing 50% of the total taxation revenue. Since the start of rar&eted reforms in

1978, and even though most SMEs in China @alyie about in the last 30 years, Li (2013) states
that these small enterprises have been vitally operative in helping the Chinese economy soar anc
are seen to be fundament al t o -YdarP |l sasmes ©es Lfhu
SMEs are, howesr, facing a series of external and internal factors that, after a period of rapid

development, have substantially effected their growth adversely.

2. 3 RURAL ENTREPRENEURIAL ACTIVITIES IN OTHER PARTS OF THE WORLD

Briinjes and Diez (2012:28), state thatn Vietnam, rural opportunity entrepreneurs are often not
oriented towards employment growth and thus have a limited capacity to generggenmon
employmen for other householdsThis is unlike Peru where the Internationund for
Agricultural Development(IFAD) report 013 shows that many rural entrepreneurs create
employment and rural entrepreneurship is growing. The report further indicates that government
and international funding organizations have provided training and financial sdppatiral
entrepreneurship to enhance survival and growth. Furthermmerding to the SBA Factsheet
(2012), SMEs account for almost 99.8% of active enterpimsteland with the majority of firms

in the economy comprising micenterprises (90.8%xmploying less than 10 people. Miero
enterprises are particularly prevalent in rural akglasre SMEs have a tendency to be very small
including a high percentage of epersonbusinessesin addition, Duarte and Diniz (2011)
contend that it is possible t@romote better economic and social conditions through
entrepreneurial actions, which benefit both the individuals engaged and the community as a
whole.Larroulet, and Pablo (2009: 8D0) report that Latin American nations exhibit high levels

of entreprenerial activity.
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According to Coleman (2016), more than 60 % of the working age population in most Latin
American countries view entrepreneurship as a desirable career. This entrepreneurial spirit due to
the well developed technology connectivity in peest five years, has led the percentage of Latin
American households connected to the internet to jump from 16% to more than 50%. In 2015,
Latin Americandés mobile traffic grew by 87%
other region in the waa. Shahand Saurabh2Q15 highlight that past and recent experiences of
failure of microbusinesses and rigerformance of enterprises have underscored the importance
of entrepreneurial competence in both rural and urban places. According to ShahhéDap)

the worl dés population cannot be ignored an
important contribution to business creation particularly in the rural areas. Singer et al. (2014)
maintains that although the percentage of women entreyprein the South Asian region is less

than 13% , they own 37% of all businesses the world and genera&6##ibion USD through
business in the South Asian region alone (Vanderbrug, 2013). However, this percentage does nof
cover the Africa region includg South Africa. The African monitor (2012:3PR) indicates that
inadequate and unreliable infrastructure services which include lack of internet connectivity,
transport and communication services and energy are common in the majority of rural

communitiedn Africa and these influence the survival and development of SMEs in rural places.

24 THE CONTEXT OF SME DEVELOPMENT IN SOUTH AFRICA

Theunemployment crisifaced by SA lies irat leasta quarteof the populatiorbeingjobless,and
whenthose thahave given up the search for watke includedthe numbeof outof-work South
Africansincreagsto nearly 40 percenCompared to other emerging mark#étsugh,the level of
entrepreneurial activity i8A is considered to b®w, which is worrisome whe considering the
findings, revealed bthe Global Entrepreneurship Rep(#014) thatthere is a direct relationship
between thdevel of earlystage entrepreneurial activignd per capita incomeWhile SA was
ranked 35th out of 54 profiled countrj@s terms of total entrepreneurial activity2010,with the
profiled countriesranging in income levels and regior A Gestrepreneurial activityvas also
found to bebelow all participating countriés a v.eSrAadgp#ity to foster successfuhew
busnesseslags well behind countriessuch as ChileBrazil, Ghana, and Zambi@Morgan,
20122). In addition, theGlobal Innovation Index rankingé 2 0 1 2 ) show that .

ranking is 45 in the world, in terms of innovation.
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However, he important ontribution of a vibrant and thrivinGME sector in the national socio
economic development of a counttyas been widely recogeid Sefiani andBown, 20131).

SMEs are increasingly beingcknowledgedas productive drivers of economic growth and
developnent for African countriesincluding SA (Gatt, 20121). According to Kim (2012) in

SA, which is considerethe most economically developed African coun8MEs generated more

than 55percentof all jobs and 22ercento f t he country 6 s:XXYDréports Mp a h
thata substantial contributiois mad by SMMEs to GDR with thecontribution to employment
beingeven greater. However, most SMMEs are micro and survival enterprises with little potential

for growth.

Cant and Ligthelm (2003, in Cant afhdiid, 2013707) are of the opiniorthat the number of
failed SMEs can be estimated at0-80 percent.Kennon, Snyman, Schutte and von Leipzig
(2013817-2) believe that the failure rate is due to the fact that South African SMEs are unable to
overcome the pmary obstacle of access to funding, which translates into an inability to attain the
necessary physical, human and consulting resources. In 88d@nked 2% out of 59 countries,

with a Total Entrepreneurial Activity (TEA) rate of §@rcentbelow theaverage (11.percent

of all participating countries (Radipereand Dhliwayo, 2098). Furthermore, Witboogt al.
(201119361941) indicate that the absenteeism of entrepreneurial success,factdes it
impossible for the many survivalist businesaesvein the informal sector to be sustainable and
show any form of growth.

25 STATE OF DEVELOPMENT OF SMEsIN RURAL SOUTH AFRICA

SA has for several years, reiteratétht entrepreneurs should persuaded, with suppott help

create jobdy startng small businessesind act as a stabilising force in a se@o@nomic context.
However S A &rstrepreneurshifg in a dire statenotwithstandindraining initiativesandfunding,

as well asdedicated government agencersd privatesector involvemenfJones 20131). With
referencetdt he devel opment of t,Raerson(@008lypyirisout AME e c
for more than a decadbere haseen a continuous thread in South African policy discussions
regardingthe significance of issues concempifinance, training and regulatio@rucial strategic
elementsare identified as improved access to finargiglls and leadership trainingnd more

flexible regulations in sustainingthe dhree national pillars of promoting entrepreneur8hjp
namely fotifying an empoweringenvironment for SMEsas well asenhanced capacity and

competitiveness at enterprise level.
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Pravin Gordhan, Minister of Finan¢2012), concurs that thele already plagd bySMES in the
South African economyis significant In aspeech, delivered i®ctober 2012 to th8A Chamber

of Commerce and Industryie pointed out thal A b o uperceitéf private employment is in
firms with fewer than 50 workexsThe SME sectoremploys around ninmillion South Africans
and allegedlycontributes 60 percentof the nationalGDP. Moreover, SMEs are creating a
disparateamount- up to 80percent- of the new jobsagain according to Minister Gordhamho

i ndi caasustached fupward shift in the number of firms operating in the country and the
expansion of jobs created in smaller fitns a s gdeessihg the fempbyment challenge
facing SA. However, Brand, Schutte and du Preez (2DL3rgue that a sustainable business
model for SMEs inSA does not yet exist. Therefore, South African pohegtkers do not
generally know the steps that must be taken to transformisceal informal enterprisesnto
dynamic firms operatig in the formal economy.

26 THE IMPORTAN CEOF SMESINACOUNTRYO0S ECONOMY

Entrepreneurial activities not only enhancgional productivityand generate employmenbut
also help to develop economic independeaseayell as strengtheyersonal and social capabilities
among rural communities (Sarma, 2019452, Ranukumba 2014:120; Guthg 2015:15). SMEs
are generally regded as the engine of economic growth and equitable development in developing
economies. They are labour intensive, capital saving and capable of helping create most of the one
billion new jobs the world will need by the end of the century (Lalkaka, 19@gwu and Emeti,
2014101-114). SMEs often offer speciadid services or products in a more efficient manasr
opposed tdarger companies (Gjini, 201434). MazumdarandAhmed(2015:18) state thasmall
scale businesses play an important role in émguhe survival of poor househaldnd in building
up womends confidence, s k This lissalsoasnpgortes] ®$axewa e c a
(2012:26)who discussethe benefits of rural entrepreneurship as follows:
1 Provide employment opportunities:Rural entrepreneurship is lalantensive and provides
a clear solution to the growing problem of unemployment. Development of industrial units in
rural areas through rural entrepreneurship has high potential for employment generation and
income creation.
1 Check on migration of rural population: Rural entrepreneurship can fill the big gap and

disparities in incoméetweerrural and urban people. Rural entrepreneurship will bring in or
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develop infrastructural facilitiesuch aspower, roads, and bridgemd so on, while also
helpng to check the migration of people from rural to urban areas in search of jobs.

1 Balanced regional growth:Rural entrepreneurship can dispel the concentration of industrial
units in urban areas and promote regional developmertiafaaced way.

1 Promotion of artistic activities: The ageold rich heritage of rural India is preserved by
protecting and promoting art and handicrafts through rural entrepreneurship.

1 Check on social evilsThe growth of rural entrepreneurship can redireesocial evilssuch
aspoverty, growth of slums, pollution in citieand so on

1 Awaken the rural youth: Rural entrepreneurship can awaken the rural youth and expose
them to various avenues to adopt entrepreneurship and promote it as a career.

1 Improved standard of living: Rural entrepreneurship will also increase the literacy rate of
rural populatios. Their education and se#imployment will prosper the community, thus

increasing their standard of living.

The EU Rural Review (201T) indicates thatregerprise and entrepreneurship are the drivers of
economic growth in Europeos ,withthedngoiag challenges T h ¢
facing traditional rural sectors, the future success of the rural economy is inextricably linked to the
capady of rural entrepreneurs to innovate, and to identify new business opportunities that create
jobs and income in rural areas. In Vietnam, entrepreneurship develgpmtre form of SME,

has emerged as a strong agent for $@monomic diversificationBenedikter WaibelandBirtel,

2013 ii). The role of economic enterprises hrasently become more prominemiith SMESs in
particular,contributing significantlyto thecreaton of new jobs (Johari, 20120279). According

to Thaddeus (201376), SMEs ar¢he business model often used by entrepreneurs to participate

in economic development of their environmdayt improving theemployment rate analleviating

poverty SMEs represent the basis of economic development. It has been noticed that dfecause
their characteristics, SMEs are far more flexible and responsitrefoequent changes that occur

in the contemporaryglobal environmentthan large enterprise( St ef anovi [ Mi |
Mi | et i [InadditionQSMEs.haveplayedanimportant role inthe development of several
countries as they constitute a major part of the industrial activitgth in developedand

developing econores, such as SAPandya, 201226).
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2.7 DEFINITION OF SMALL, AND MEDIUM ENTERPRISES (SME 9)

In many countriegncluding SA, the issue of what constitutes 8MEis of majorconcern to both
policy-makers and academijcwith different definitions for the category of these businesses
hauvng been suggested by various authors. Howeter)FC statesth@t A ¢ o mmo onofl e f i r
SMEs includes registered busi ness:8)sThisvmeans | e
that in practice, SMEs are defined in a number of different wagch includeeither thenumber

of employes or turnover (or a combination of both, as ethin the National Small Business
(NSB) Act 1996, further allowing for variations according to industry sectofjhe broad

definitions of SMEs are provided in Table 2.1.

Table 2.1:Broad definitions of SMESs in the National Business Act

Enterprise size | Number of | Annual Turnover Cross Assets, Excluding fixed
employees property
Medium Fewer than 100 to| Less than R4 million to| Less than R2m to R18m

200,depending on| R50m depending on depending on Industry

Industry Industry
Small Fewer than 50 Less tharR2m to Less than R2m to R4.5m
R25m depending on depending on Industry
Industry
Very Small Fewer than 10 to | Less than R200 000 to | Less than R150 000 to R500
20, depending on | R500000, depending on 000, depending on Industry
Industry Industry
Micro Fewerthan 5 Less than R150 000 Less than R100 000

Source: Falkena, Abedian, von Blottnitz, Coovadia, Davel, Madungandaba, Masilela and Rees
(2001)

2.8 CATEGORIES OF SMES
According tothe IFC(2009), theNational Small Busines@NSB) Act further categoses small
businesses in SA into distinct groups, namely; survivalist, micro, very small, small and medium,

hence the useMEof ftolme stmal i, AefidEpdises) However,dhe mims r o

OSMEO and OSMEG6 are used interchangeably in
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employees (the most common mode of definition) per enterprise size catgubined with the

annual turnover categories, the gross assetsuding fixed property; as sumarised in Tabl@.2:

Table 2.2: The National Small Business Act divides SMMEs into the following categories:

Category of SMME Description
Survivalist Operates in the informal sector of the economy.
enterprises Mainly undertaken by unemployed personscoime generated belo

the poverty line, providing minimum means to keep the unempl
and their families alive. Little capital invested, not much assets.

much training. Opportunities for growing the businasss/ery small.

Micro enterprises

Betweenone to five employees, usually the owner and family.
Informal T no license, formal business premises, labour legislg
turnover below the VAT registration level of R3000 per year. Basi
business skills and training potential to make the transitian uiable

formal, small business.

Very Small

enterprises

Part of the formal economy, use technology
Less than 10 paid employeesncludes selfiemployed artisan

(electricians, plumbers) and professionals.

Small enterprises

Less than 100 employees
More established than very small enterprises, formal and regist
fixed business premises. Owner managed, but more cor

management structure

Medium enterprises

Up to 200 employees
Still mainly owner managed, but decentralised management stru

with division of labour operates from premises with all form

requirements

Source: Entrepreneurs toolkit (20}3

The following section is providing definitions of terms with regard to the rural enterprises and
SME secto(Chakrabarty, 200%arah Callanaat. al., 2004Mensah, Tribeand Wess, 2007
Ministry of AgroandRural Industries, Longenecker, Justin; Moore, Petty, Palich,; ZDBED,
2005 OECD SME and Entrepreneurship Outlp8R05 Subrata Dutta, 2004n
Rajandran2012)The broad definitions dMEs are provided in Table 2.3.
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Table 2.3:Summary of key terms used in this study

Terms Meanings

Rural Hi storicall vy, Arural 6 has been
not urban. Rural was identified with the countryside, agricultua€jtional
culture and geographperipherally The OECD definition distinguigistwo
hierarchical levels of territorial unihamely,local and regional. At locs
community level,the OECD identifies rural areas as communities vat
population density below 150 inhabitants per square kilometres

Small Medium| Companies which have fewer than 50 employees are caegbri a s

EnterprisSME) | and those with fewer than 2565 "medium”.

Small Scale A small scale indstry is one that is privately owned and operated, wi

Industries small number of employees and relatively low volume of sales. §
businesses are normally privately owned corporations, partnerships, ¢
proprietorships

Small Firm Small firms are generglthose with fewer than 50 employees, while mig

enterprises have at most 10, iarsome case$ workers.

Family Business

A family business is a business in which one or more members of @
more families has a significant ownership interest andignificant

commitments toward the overall wdilking of the busess.

Rural Enterprise

Companieghat are setup in rural ares, having fewer than 50 employeeg

are classified as "small o and t#

Rural Industrial

Entrepreneurship

The

cottage industries (which constitute houseHmded pettyproduction

term ORur al I ndustrydéd is o

activities) and, C 0 n s g yith the deVelppmen

and promotion of cottagindustries.

Microenterprises

Businesses employing no neathan four persons.

Rural

Entrepreneurship

Business setap wi thin the village asng

natural resources

Source:Rajandran (2012)
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29 ENTREPRENEURIAL CHARACTERISTICS OF RURAL SME s

Ogundelg2007, in Minai and Lucky2011:110)tipulatethatentrepreneuriatharacteristichave

a positive impact onboth entrepreneurial development and entrepreneurial performance
According to Smablone Q0095), distinctive characteristics of the rural environment include: the
small size of local markets; characteristics of rural markets; the availability of business premises;
transport and communication infrastructure; access to information, ahvicbusiness services;
access to finance, and the institutional environment. Cacciolatti and Feari3¢ 2dionstrate

that strategic approach, firm sjzand resource allocation are catalysts of informatiord lse

SMEs when making business decis#ift has been notickthat among successful entrepreneurs

with key characteristics and traits, many do not view themselves as being entrepreneurial but just
as small business owners (Blanchard, 2843.

2.10CHALLENGES FACING RURAL SME s SECTORIN SOUTH AFRICA

According to Olukayode, Osman, Hussein, Ismael, Masoud and Mansor (2634}, 28nong the
challenges facing the prospect of small and medium entesppmigbe rural areas is the lack of
integrating information and communication technology skillsswategies into their practice.
Literature identifies the main factors affecting growth of rural businessgsg( andBwisa,

2013; Oruc and Delalic, 2014). These factors can be broadly divided into two categories, namely,
internal factors that include ahacteristics of entrepreneurs and characteristics of the business,
and external factors that consist of population trends, availability of natural resources, government
support, characteristics of the labour and good market, quality of the supply citbavaaability

of finances. Accordingot Mutyenyoka and Madzivhandil&2@14: 65-72), it is important for

South African authorities to customize interventions as well as reducing regulatory constraints on
SMEs in order for the small businesses to surviveyv and create sustainable employment for

the discouraged South African labour fgnceluding those in the rural area

Abor and Quartey (201045-2887) estimatehat, in the Rpublic of South Africa,91 percentof
formal business entities are SMESs; they contribute 52 foebdent of th&sDP and provide about
61 percent employment. Despite the recognition of the important role SMEs plasir
development is largely constrained by a number of factors, sucklkasflaccess to appropriate
technology, limited access to international markats] the existence of laws, regulations and
rules that impede the development of the see®ryell asveak institutional capacitygndlack of
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management skills and trainingith, most importantlylack offinance. This sentimens further
articulated by Gandhi and Mohan (201-4), who statehat these rural entreprenet@sevarious
problems such asfear of risk, lack of finance, illiteracy, and competition from urban
ertrepreneurs. According to Lee and Phan (280)8notherreason why rural entrepreneurship
does not take off is the lack of connectedness amargg #iements crucial to the fostering of
capital accumulation, risk taking, and innovatiovialliere (2010)maintains thatmportant inthe
entrepreneur are the requirements of good management practices in particular in relation to
marketing functions, communications, technology and perception of opportunities since these
aspects can influence the rate of engepurial firm development. However, it is not yet
understood how these concepts may operate i
with specific referencéo KwaZului Natal (Lekhanya 2015. Therefore, it is very necessary to
conduct a study of th nature in order to find out what are the reasons rural entrepreneurs in KZN

are not using or adapting to the use of modern technology as they should.

2. 11 EONSIRAINTS IN RURAL KWAZULU - NATAL

A study conducted in Rural KwaZulu Natal by Lekhai(®@10) indicate that lack of marketing

and expertise limit the use of marketing strategies by the owners/ managersuof tlael S MME 6
The study continues that external and internal factors are also contributing to the use of marketing
strategies. Thisneans that all of thedactorscontributed to the survival and growth of existing
and devel opi nral wvaditudNatal inctuding tvaamen entrepreneurs operating in

the rural Northern KwaZuhNatal. Mugobo and Ukpere (2012) also add that rural entrepreneurs
are normally confronted bglack of technical businesses, shortage and high cost of raw materials,
inaccessible and unreliable communication and transport services, and limited access to finance
and sustainable markets. SEDA (2016) shows that #2008 and 2009 financial crisis which

had pulled the South African economy into recession, domestic economic policies clamped,
interest rates were reduced significantly in order to allow a néicpbadministration came to

power and much more. This means all these factors of change impacted on the SMME landscape
in South Africa. Reino, Frew and Saez (2013) state that rural businesses tend to have weakel
technology adoption than those locateduban settings. According to Lekhanya (203l
entrepreneursdicate that they do consider values as most important when diffusing and adopting
new social media technologies such as Facebook, Twitter andAixievious study by Muritala,
Awolaja and Bako (2012) suggested that government should support SMEs with modern
technology in order to enable them to access to the necessary information relating to business
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opportunities which would help them to reduce their operating costs and be more teifficien
meeting market competition. However, to date it is still not clear as to how the South African

government will assist rural SMEs to expand their local market, particularly in rural KZN.

A study conducted in Buffalo city bhimucheka an®Rungani(2014: 117) states that obstacles

for South African SMEs to access finance incluaieklof collateral security, poor business plans,

lack of knowledge anthelack ofafinancial deposit This premise is echoed by Lekhanya (2015:
410417) ininternal fatorsthati mp a c t on the SMMEs® rureh®oktle t i n
Africa which are: access to finance, managerial skills, education and training, skills personnel.
Based on these researchero6s findings, hd hes:
expansion of existing and developing SMEs in South Africa and many other parts of the country
including rural KZN.

2.11.1 Sodo-cultural challenges for rural entrepreneurship

Literature indicates that among the theoretical frameworks underpinningnflnences of
entrepreneurship intentions are the SocedrningTheory by Bandura (1977) and AjZer§l991)

Theory of Planned Behaviour. Thisis supported by Ansari, Mirdamadi, Zand and Arfaee
(201326-31), who statehat social factors and sociackgroundsre made up of various aspects,
such as the characteristics of family, community customs, participation and coopastvosl)
asfriends, relatives and neighbayumwhocan assist in achieving business success. Alison (1990)
emphasies sociakharacteristicsfor exampleexisting roles in the communitiife experiences,

family background, level of education and awareness, social ale$ureaucratic orgasations

in forming entrepreneurial behaviour. Charles (20P&tates that poor magement as well as
political, economic, social, cultural and environmental factors are some catisesof small
business failure. Lupuwanan( Hewitt, 20092) highlights that the broad themes include
challenges for small enterprises in a changing gla&zanomy, identifying and addressing
challenges faced by small enterprise support institutions, investigating the role of small enterprises
in rural development infSA and examining the potential BAS s cultur,as aind
powerhouse for poverty all@tion. However, SMEsre faced with the problens of a lack of
succession plamnng, in addition to theinability to separate business and family or personal
finances (Ayanda and Laraba, 2@d1). In rural KwaZulu Natal, according to research
conducted byMason and Lekhanya (2010) it shows that sécoultural backgrounds among the

local business owners/managers are still playing a big role in the manner in which they do run. In
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addition, Lekhanya (2013:12) states that lack of the understanding of waricultural factors in
the rural KwaZuliiNatal limits the diffusion and adoption of new technologies such as social
media networking which can be used for marketing purposes and business to business networking

as well as distribution of business products.

2.11.2 Institutional challenges for rural entrepreneurship

According to Vol check, Henttonen and Edel ma
take a variety of forms, including high borrowing costs, complex tax regimes and bureaucracy
whichmight lead to the low entrepreneurial growth in transitional economy such as South Africa.
Jaiswal (20141020 maintains that SMEs are confronted bya number of probles and
challengessuch aenvironmental legislation, inefficiency in supply chain networking, increasing
competitionathome as well asn theglobal market, uncertainty in domestic market conditians,
shortagenf funding and growth sustainability. However, rid@sed SMEs areonstrained largely

by the problems associated wi t,relatvéte thgramanr n mi
counterparts (Keter, 201216 Andrew, 2015:116; Lyee and Cowling, 20}5 Rurali based
entrepreneurs have demonstrated a rare ability tetgeed, grow, compete and survive longer
than some urbamased SMEsaccording to Keter (2012¢ven when they choose to comply with
governmentregulations angrocedures. The basic policies, laws and regulations of the country
influence the survival angrowth of its SMMEs (Jesselyn, 2011i 20). Clover and Darroch
(2005242) mention that lack of collateral and lack of institutional support are some of the factors
that constrain the survival and growth of small, medium and micro agribusinesses iMEZIN.

and Lekhanya (2014) add that SMEs in rural KwaZuNatal do not meet collateral requirements

to qualify for bank loans.

The United Nations Conference on Trade and DevelopniReport (UNCTAD) (201214)
highlights that the unleashing @ntrepreneurship requires an environment that enables the
entrepreneur to create, operate, manage, intecessary, close a busingsgdthin a context

where compliance with the rule of law governing disclosure, licensing and registration
procedures, andhe protection of physical and intellectual propertyre guaranteed. The
regulatory environment should encourage people to set up their own business, to try new business
ideas and to take on calculated risks, keeping administrative burdens to the mneiguirad to

support public policy and sustainable development objectives.
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Table 2.4 Optimizing the Regulatory Environment

Policy objectives

Policy options

Examine regulatory requirements f

startups

A Benchmark time and cos
ABenchmark secteand regiorspecific regulations
A Set

and benefits

Yrnvatepdialbgue oo regulatory costs

ABalance regulation and standards with sustainable

development objectives

Minimize regulatory hurdles fog

business statips where appropriate

AReviewand, where appropriate, reduce regulatory

requirements(e.g. licenses, procedures, administr

fees)
A |l ntroduce t rans p ar-gaokt
mechanisms

and onestopshops to bundle procedures

A En h a tased prloc@dures for business registra

and
reporting
Buil d entcondigemceinthé A Ensure good governance
regulatory environment A Make contract enforcem
A Establish alt er nchanismse
A Guarantee property pro
A Reduce the bankr upstagsy
Guide entrepreneurs through the st{ A Carry out I nformatio
up administrative process and enha| requrements
the benefits of formadation A Make explicit the 1ink
and

public services, including business support services

A A s s iupstin medtiray regulatory requirements

Source:UNCTAD (2012)
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2.12CONCLUSION

Since the focus of the study @ the determinants of survival and growth of SMEs in rural
KwaZulu-Natal, this chapter reviesithe literature highlighting the link between SMEs survival

and growth in rural areas with the various challenges confronting these SMEs. The review of the
literature includes the challenges and development of the SMEs industry locally and
internationally. The importance of the survival and growth of rural SMEs is essentially important
to the creation of employment and economic growth in the anesswith specific reference to
KwaZulu-Natal. This review highlighted this importance and the challenges and constraints for
growth that led to the failuref SMEs growth in rural KwaZuhNatal which were also
highlighted in comparison with other countries in therldio This study therefore, looks at the
significant impactof t hese deter mi nants in the surviva

communities in KwaZultNatal.

The next chapter provides the theoretical, empirical and conceptual framework discussi@h on r

SMEs and the determinants of its survival and growth.
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CHAPTER 3: LITERATURE REVIEW RURAL SMEG AND
THE DETERMINANTS OF THEIR SURVIVAL AND GROWTH

3.1 INTRODUCTION

Many countries, such as the United States of the America (USA)f er t o t he terr

geographical areas outside the statistical metropolitan areas and thus include 80 percent of the
land mass and its wide array of economic, physical, cultural and demographic attributes (W.K.

Kellogg Foundation, 2003:7). Haw e r i n SA, the definition o
official policy documents (South Africa, 1997). Rural areas are populated areas in which local
communities farm or depend on natur al resou
and smal | towns, as wel |l as those |l arger Ar.

result of apartheid removals, which largely dephdn migratory labour and remittances for

their survival (South Africa, 1997:5). The people, who live in trast of the country, normally

live in the disadvantaged areas, where poverty and unemployment are high (OECD, 2013). There
are numerous articles written ancamy previous research surveys done concerning SMEs, yet,
little or no research Isdbeen done witlegard to the various determinants of survival and growth

of small and medium enterprises in rural KwaZMatal. Thishasresulted in many assumptions

and much confusion relating to determinants of survival and growth of rural enterprises and their

significant impact.

According to Abouzeeddan and Busler (2004, in Tundui and Tundui, 20125B}3
geographical location of a business explains its life span, survival and growth. Sternberg and
Tamasy (1999) argue that growth possibilities differ acrossitomsatdue to differences ia

|l ocationsd® resource base and adv andavailgbditgof f or
markets and labour. Thgntimentis echoed by Elhiraika and Nkurunziza (2006) that location is
also an important determinant enterprise performance in the economies characterised by
regional specializations. Moreovearthors such as clover and. and Darroch (2005) and Lekhanya
and Mason (2014) indicate that SMEs in rural areas of KwéRldtal havea lot of constraints
including external and internal factors. Mason and Lekhanya (2010) believe that many people use
assumptions and predictiowith regard to why SMEs are not growing amdating much neextl

jobs in rural KwaZuluNatal. In general, Entrepreneurial dialogues (260)1: s how SA
entrepreneurial activity is improving but still lags behind some international countries, such as

India and Brazil. A literature review indicates that in India much has been done to improve rural
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entrepreneurs and support SMEs growth (She2zie®8; SMAC, 2016; Ranade, 2016). However,

this is not the case in South Africa.

Henderson (2006:1Carree and Thurik (2015248) and Ogbo and Agu (2012iP) state that
entrepreneurship is increasingly being recognised as a primary engine of ecgnonilt By
combining resources with innovative ideas, entrepreneurs add value through the
commercialisation of new products, the creation of new jobs and the building of new firms.
Various social, economic, political and ecological problems in rural areses/eloping countries
create challenges in employmeAbwever, research condedin rural KwaZuluNatal by Mason

and Lekhanya (2013) rm&ains that these factors also affect the success of SMEs and their
development. Zhou and De Witt (2009:34) add,tlsdthough the determinants of firm growth
have been studied in various disciplines, an integrated analysis is still lacking. Firm growth is
found by Mateev and Anastotason (2010) to be determined, not only by the traditional
characteristics of size andy@ but also by other firmapecific factors, such as indebtedness,
internal financing, future growth opportunities, process and product innovation, and organisational
changes. In addition, Lina (2010:3) indicates that innovation and entrepreneurshipantanim

for poverty alleviation and development. Fakoti and Asah (2011) state that one of the factors
limiting the survival and growth of SMEs in SA is nrawailability of debt financing. However,

the significance of financial suppdd rural SMEs acrosall types of business still unknown.

There is little knowledge and understiang of collective determinants of survival and growth of
rural SMEs in KwaZuleNatal

According to Mara (2009:258)t is safe to say thexcitementis over for entrepreneurs ae

market will begin to experience a clear differentiation of both institutions and their
products/ services, wi t h t he customer 6s pr o
customers are now more exposed and savvy and theyigqueverything from price to design.
Richard (2010) points out that, despite the recognition of small enterprises and their significance
for local and national economic development, research has not systematically investigated the real
strengths and weaksses of rural enterprises. This could very well be the case in rural KZN.
Based on these authasmmentsveaknesses of many SMEs owner/managegstill unknown
particularly those in rural places of KZN. It is still not cleartasow they differentiate their
products and how tlygresponl to the hardshipthat face rural businesses. Floren (2011) indicates

the following three dimensions of snidlirm growth:

1. The environment and the strategy of the growing firm;
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2. The entrepreneur/manager in thevgng firm; and

3. Resources within and the capabilities of the growing firm.

Hence these variables are not testedtlierrural environment with specific reference to KZN.
Gupta (2013) maintains that together these constructs improve firm performah@ntzance
entrepreneurial orientation (EO). This viesvsupported by Wright and Stigliani (2011) that
resources for small business growth are orchestiatedvariety of dimensions which are not
recognisedn how they influence different patterns atygpes of growth. However, thesactors
have never beetested in the rural situation with specific referet@kwaZului Natal. Therefore,
this study intends to investigate these variables anddtggiificance andmpact on survival and
growth of ruralSMEs in KZN.

3.2 THEORETICAL PERSPECTIVE ON THE SURVIVAL AND GROWTH OF SMEs.

According to Mao (2009:20), enterprise growthusedto describe a development process of
enterprise from small to big and from weak to strong. Sun (2004, in Mao, 208i#vies that

the meaning of enterprise growth is the development process that an enterprise keeps the
tendencies of balanced and stable growth of total performance level (including output, sales
volume, profit and asset gross) or keeps realizing the &rgancement of total performance and

the stage spanning of development quality and level. However, Penrose (1959) highlighted some
strong principles governing the survival and growth of $irrshe claimed that firms are a bundle

of internal and externaksources that help a firm to grow and to realize a competitive advantage.
According to Penrose, size is incidental to the growth process; whereas firm growth is determined
by the effective and innovative managerial resources within the 8 further emlained that

the availability of top manageri al and tech
Penrose has also suggested that ignorance of these factors results in failure and loss of competitiv
advantageln her theories she did not higytit a specific industry or geographic location of the
business but her theoretical disdasscan be applied in the case of surVigad growthin rural

SMEs suchas KwaZulu-Natal. Bouazza, Ardjouman and Abada (20185} believe that many
sclolars have usd different approaches to identify the factors affecting the survival and growth of
small firms; however, there is considerable variation in the results of previous researches. These
approaches have internal factors of the firm and external factorsrthat abeyond t he
control. This is in additiomo theview of Lumpkin and Dess (1996) that some of researchers have
considered environmental and external factors to hada big impact on the performance and
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growth of small firms. This also could bleet casewith SMEs operatingn the rural areas of
KwaZului Natal.

Gupta, Guha and Krishnaswami (2013:2) stress that enterprise growth can be identHied in
following four theoretical perspectivewhich include the resourcdased perspective, the
motivation perspective, the strategic adaptation perspective and the configuration perspective.
This evidence shows that theresoillte s ed per spective focuses on
expansion of business tagties, financial resources and educated staff. This means that, to
determine successive phases of growth and development, resources need to be reconfigure
during the transitions between stages. Uzzi (1997) and Gulati et al (2000) in Baditodina

and Mg. oec (2013:1755uggest that theesourcébased view is often related to social capital and
innovation theories since the analysis of social netsvtiksbecome one of the most important
estimation tools in the last decades for enterprise growthcampetitive strength as well as
innovation. Resourédased view is one of the various conceptions for strategic management
which makesan attempt to clarify the background ah enterprisé ®xistence as well as its
various occurrences ithe broader outhe of the theory of the firm. According to Baumane
Vitolina and Mg. oec (2013:175), the adingrscientiststo the theory of the firm development
basetheir conceptions on the work of Penrose who was the first to observe that company
dependence on resouraeailability may differentiate significantly in the range of even a single
field. In addition, a very broad layer of productive resource definitions was devised by her,
including such factors as senior management teamwork abilities, entrepreneurshilty;agrab

ability to observe benefits of implementation of a new product or service. But this has rever be
tested in the rural business environment hence it is teetian of this study to investigate rural
entrepreneurial resources (human cagitad networking) to find their significance to the survival

and growth of rural enterprises with specific refereindeZN.

Siemens (2012:166) theorized that characteristics of the rural context for small businesses include
locations that,n particular, face several challenges that can impede economic development which
are not often faced in urban settings. It has been highlighted that rural areas tend to be
characterized by low population densities, economic dependence on natural resmaces
agriculture, and beingpcated far away in botkistance and time (Deavers, 1992). However,
accordi n@mndMo | 1Gii k e-¥0R €hé Boncept of entrepreneurial individuals with
distinguishing characteristics is central to entrepreneurial thedrydivision is based on
psychological and nepsychological motivatiollf act or s t hat deter mi ne
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characteristics. TiB means that entrepreneurial characteristics are very important for the survival
and growth of rural SMEs. Furtheome, Gi ra@cMo | ni k (2010) state
motivatioral factors include the need to achieve, risk tolerance, need for autonomy/independence,
selfesteem and se#fficacy and locusf control. The need to achieve is the principal determinant

of entreprenerial behavioural orientatiomdistorical theories fronauthors such as Cooper (1986),
Sexton and Bowman (1986), Miller and Friesen (1982), Kets de Vries (1977) and Rotter (1966)
have shown that the need to achieve survival and growth reflecii vi dual sdé or
willingness of risktaking, and drive for satisfaction or a sense of accomplishnidms. is
accomplished by a futweriented dedication to the task, involving prioritization of accomplishing
the task and frequently sacrificinghet activities and personal time. Based on these theories,
SMEs owners/managers operatinghe rural areas such as KwaZNatal need to demonstrate
their risktaking tolerance, entrepreneurial orientatiamd entrepreneurial attitude to gribww
interral locus of control in their networking resources, human resources, financial resamuce
other relevant resources when confronted with uncertain circumstan@®nditiors. Since all
thesetheoretical aspects were not tested in detail in the ensatonment all tlesevariables are
includedin this study.

Human capital has been regat@snonpsychological motivatiaal factors which include explicit
knowledge, tacit knowledge and experience, age andahstdus (Davidsson, and Honj@003)

These are also consideredo be very important for entrepreneurial growth. Howeue
theoretical literature review is very limited in these particular aspects with regard to rural SMEs
survival and growth. Buthis study seeks to investigatesthignificant influencef the survival

and growth of r ur a]incledmd hurean capitalanmemés, Patrade,cdard c e s
andFisscher(2008) believe that SMEs need to focus on core competences for efficiency matters
and they need to coopera with external partners to compensate for other competences and
resources. This is especially the case in the field of new product development, where SMEs face
specific problems compared to large firms. But, recognizing the increasing importance of
collaboration, the question remains how to organize these external networks in particular rural
SMEs. Therefore, this study is covering the investigation offdutor as one of variables and
recommendatiagwill be made. Entrepreneurship Education and Tngiias been found to be a
major determinant in the growth and survival of enterprises. According to Human Capital Theory,
investment in knowledge, skills and abilities enhances the productive capacity of the individual
(Njoroge and Gathungu, 2013:1). Thiew is articulated further by Siemens (2012:169}hat

therural environment is comprised of challenges that tend to be different from the urban context.
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Business education and training cannot merely duplicate that which is delivered in urban
locations.Rather, this training must address the unique needs and perspective of the rural owners
(Skuras, Meccheri, Moreira, Rosell and Stathopoulou, 20053.7

Furthermore, in line with theories discussed ievigudy muchof the literature suppostthe idea
thatmany constraints, inherent in SMEs of developing countries including South Africa, subscribe
to internal and external barriers to the organisation, making it essential to examine them in depth.
The impediments within the organisation hinderingmbn of technologies are internal barriers,
while other impediments outside the organisation are external barriers and relate to infrastructure,
political, legal, social, and cultural barriers (Kapurubandara, 2009:2). It has been suggested that
enterprie#s are a bundle of internal and external resources that help an enterprise to achieve
competitive advantage. In the long run, there can be a limit to the growth of an enterprise, but not
to the size (Kapurubandara, 2009:2), as growth is determined batthatrwhich experienced

managerial staff can design and implement this plan (Penrose 1959:20).

The framework used by SMEs in Zimbabwe emphasises both self and family survival, as the
major reasons for underperformance of SMEs in delivering sgoagomic growth (Nyamwanza

and Mavhiki, 2014:116). A study conducted in ltaly, by Meccheri and Pelloni (2006372),
reveals little evidence on the role and function of rural entrepreneurs, or the driving force behind
the birth, survival and growth ofural enterprises. Measuring sales growth and relative
employment growth during a specific time period, are the most common indicators used
(Heinonen, 2011:15). However, Davidsson, Delmar and Wiklund (200@218Psuggest that it is
important to use multip growth indicators to study firm growth, as some factors, such as market
share percentage, profits, total assets and output, vary greatly within industries.

3.3 SME GROWTH INTENTION THEORIES

Many studies have measurednsanbgenktoebregeat 0:c¢
willingness to either increase the number of employees or sales within a specified time period
(Fatoki, 2013;Karadeniz and Ozcam, 201®Mappigau and Maupa, 2012These studies did not
however look at the main intentidor growth and theories for SMEs when they starabusiness

with specific reference to thosisinesses rural places. Many African countries are faced with
poverty and lack of employment where SMEs can provide sobfiothese problems. Torres and
Watson (2013:687) stress that the intention to grow a business is an essential characteristic of
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entrepreneurial behaviour whereas, Davidsson, Achtenhagen and Naldi (2086)6@veal that
entrepreneurs without growth intentions are either not inttast growth at all or deliberately
refrain from pursuing growth. This means that investigations need to be done in order to establish
anunderstanding of business characteristics of small and medium enterprises in rural areas. Many
studies focus on SMEsharacteristics in general terms withoaitstrong emphas on those
operating in the very turbulent and complex environment sudheasiral areas of KwaZuiu

Natal. According to Krueger, Reilly and Carsrud (2000, in Neneh and Vanzyl, 2014), due to the
criti ¢ al r e s o e focS&IBsponlyg entmeprénaupsiwith a growth intention will most likely
direct the resources towards growing the business. It is very important for the rural SMEs to have
directed their resources with the intention to grow theiirnasses. However, (Levie and Autio,
2013; Isaga, 2012; Chtenhagen, Naldi and Melin, 2010; Sirec and Mocnik, 2010; Shepherd and
Wiklund, 2009) indicate that the actual SME growth is measured in terms of employment growth,
sales growth, and asset growtm understanding of what measures rural entrepreneurship growth

and developmenparticularly in SADC countries including South Afrjga critical.

Neneh and VanZyl (2014:172) identifiedthe locus of control, seléfficacy, need for
achievement, toleranceof ambiguity and uncertainty and procedural requireméot business
registration are significantly affecting the growth intentions of entrepreneurs in South Afrisa. It
possible thathese factors also affect rural SMEs as the intention of staatingsiness in rural
South Africa might be different frorastablishing them inrban and perurbanareas. According

to Sidik (2012:373 383), it is better for policymakers to understand what affects SMEs growth
and development and how as this will helpnthin developing the right policies in particular
thosefor rural places. It is also critical to understahe determinants which affect the survival
and developmental growth of rural SMEs operating in hard and difficult envirosmseci as
KwaZului Natal. Levie and Autio (2013:9) believe that it is fsel/ident that if entrepreneurs do
not intend to grow their businesses, their businesses are less likely to grow. According to them
achieving growth is difficult and demands effort, and if the effort ighmerte, growth is less likely

to materialise. Therefore, willingness and intention to grow of rural SMEs in KZN is very

important for their business survival and development.
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3.4 CONCEPTUAL FRAMEWORK OF RURAL ENTREPRENEURIAL ORIENTATION

As ddined by Mahrani and Cahyono (2015:1282) entrepreneurial orientation is a multi
dimensional measure of firm level entrepreneurship, comprised of inonvatio-action and
autonomy. Thus, thedactorsrequire SMEs owners/managers including those aperat rural

place such as KwaZullNatal to have theminorderema bl e t heir survi val
dynamic business environment demands of firms to be entreprehewnig@nted in order to
ensure survival and growth (Yoon, 2012). Chen, Yien,nguand Huang (2011) believe that
firms with high levels ofentrepreneurial orientatiofiQ) tend to enhance the ability to find new
opportunities and increase their competitive advantage. According to Miller (1983)rEiStsof

two conceptual theoreticabnceptsnamely, a undimensional or a mukilimensional approach,

with the method shaped by how the individual concepts of EO are appraised. EO is viewed as a
unified, conceptual entity in the udimensional approach (Miller, 1983), where the dimemsio

of entrepreneurial orientation, although different, vary with each other. Miller (1983) states that
high levels of all the dimensions haveb®immediately reduced by entrepreneurial firms. Wang
(2008) statethat EOwasa key ingredient foa firms éuccessincluding for enterprises in rural
areas A study conducted by Rauch, Wiklund, Lumpkin and Frese (2009) echoed the same
sentiment EO is a significant predictor of firm growth.isTimeans that positive entrepreneurial
orientation of SMEs owners/magexs carbe apredictorof their business survival and grtw
Therefore, it will be very important to investigate this aspect with those operating in the rural
environment. Furthermore, as defined by Lumkin and Dess (1996) EO is the process, practices,
and decision making activities that lead to new entry entrepreneurial activities such as SMEs
owners/managers starting to operatusinesssin their respective areas. These entrepreneurial

activities will be guided by previous business practices aruidse

Covin and Lumpkid §€2011:855/ 872) theoretical construct of EO is the shared variance among
risk-taking, innovation, proaan, competitive aggressiveness and autonomy. According to
MutheeMwangi and Ngugi (2014high growth would be a result aininnovatve, proactve and
risk-taking orientation by the firm, which referto an entrepreneurial orientation (EO).
FurthermoreEO is considered to have a positive impact on firm performance by Algre and Chiva
(2013), whereas Jyoti and Sharma (201Vi@w EO as an entrepreneurial characteristic that
makes entrepreneurs innovative and growth oriented. It is a concept that has to be studied on
several levels. The individual orientation of a person searching for new business opportunities

requires thema have the mcesses, practices and decisimaking dilities, on the level of an
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enterprise (Elenurm, 2006:21231). Zulkifl and Rosli (2013:265) add that EO is concerned with
firmilevel strategic process used to obtain a competitive advantage. tmeotwords, SMEs
owners/ managers should be riskers, incubators/ innovatoasdthey muste proactive in their
actions if they want to grow and prosper in business ihbludes SMEs operating in both urban

and rural places. According to Jesselyn @BT3) only a small fraction of SMEs are successful

in achieving exceptional performance and sustainable growth, due to the lack of a conceptual
framework, with regard to innovative performance and capacity, organisational sapedity

market orientabn and EO. However, there is no data available or any literature review on these
factorswith regard to rural SMEs such asthe southern region of KwaZultlatal. In addition,
Ogundele, Akingbade and Akinlabi (2012:14®3cuss EO as the development ofrepreneurial

skills, effective and efficient application of the skills in the managemeatokiness to create a
significant difference from other businessand recognising the skg|las well as allowinghem

to function effectively. SMEs owners/mayeas including those in the rural areas need to be
entrepreneuridy oriented if they want to survive and growhis is maintained by the previous
literature that entrepreneurial orientation, environmental factors, human capital and organisational
characteistics impact entrepreneurial performance and growth (Hosseini and Eskandari,
2013:203214; Tadi i, Bar al6; Muchii and Adela, 01L5:16). Aceofdibgs : 1
to Barmon and Chakraborty (2013:82) the EO to rural development accepts entrepierasurs

the central force of economic growth and development inclufmgrural places; without
entrepreneurship, other factors of development will be wasted or frittered away. However, should
entrepreneurship really be encouraged in rural areas, it wofildpurse, be instrumental in
changing the face of rural areas by solving the problems of unemployment, poverty, economic
disparity, poor utilisation of rural capacity, and low levet living standard (Saxena, 2012:1).
Sherief (2008) highlights tihaEO in the rural areas is based on stimulating local entrepreneurial
talent and subsequent growth of indigenous companies. However, the significance of
environmental factors and performance of an individual entrepraeedentified by Aruwa
(2013:1), who wmtes that a match between specific requirements of entrepreneurs and
environmental forces would lead to a greater likelihood of businessuptamd success. Eh
means that there are possibilities that entrepreneurial orientation could leal lnth

environmental factors influencing SMEs survival and growth or any SMEs development.
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3.4.1 Understanding the entrepreneurial orientation concept

The understanding of entrepreneurial orientation in Southakfrieral places is very limitedf it

does exisat all,as there is no data available at present. Hence, there is need for the South African
policy-makers, government agencies, relevant business stakeholders as well as rural SMEs
owners/managers themselwesbecome involved in promaoiy this area of development in rural
areas The understanding and knowledge of rural entrepreneurial orientation will make it easy for
financial support agencies to provide assistance in order to get them to survive and grow. Rauch,
Wiklaund, Lumpkin and-rese(2009) indicate that researchers of entrepreneurship use the term
entrepreneuri al orientationd (E@aktos sdesdcri
making processes. These processes aid in maintaining organisational purpose, atieaving
vision and creating competitive advantage. Early literature on this subject affirms that EO is a
construct that has its origin in strategyaking processes (Mintzberg, 1978jates that it
encompasses preparation, forecasting and planning, aldmgmalysis and decisiemaking, as

well as several cultural value systgrand missiofrelated aspects of an organisat{etart, 1992).

Thus, EO is representative of practices and policies that produce subsequent entrepreneuria
decisions and actions (Reh et al, 2009). But very few resechers have investigated &se
aspects with regard to hotliey correbte with rural enterprises survival and development as a
result ofthelack of researcimto the understanding and knowledge of its lmikh SMEs growh.
Knowledge remainsat the level ofassumptions and gussg among many professionals
However, Ireland, Hitt and Sirmon (2003, in Muthiddwangi and Ngugi (2014) mention that
firmsd entrepreneuri al processes estoegharnceitse |l p
performancewith the adoption of a strong entrepreneurial oriemtabeingconsidered necessary

but insufficient for wedh creation by new ventueFairoz, Hirobumi and Tanaka (2010:38)

show that proaatin, innovaton, risk takingand overall EO is significantly correlated with SME
market share growth. They further indicated that there are positive correlations amongrproacti
and EO with SMEs business performangewever this does not show any infoation with

regard to rural SMEand how they araffected inin terms of theisurvival and growth.
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3.4.2 Individual entrepreneurial orientation

EO is defined earlieas arepresentative of entrepreneurial behaviour displayed in conducting
business. Literature shows tHa® has been applied at an individual level, where the behaviour

of business owners and managers are assessed on a personal level or it can apply at a
organi sati onal l evel, by measuring the firmds
practices (Kraus, Frese, Friedrich and Unger, 2005; Goktan and Gupta, 2015). However, Bolton
and Lane, (2012:219233) maintain that when it comes to the issueEGf of individuals, the

guestion wil/ be Awhat are the personal char
increase propensity to engage in and be succe
answer to this question is impactled three streams of research involvingstfir, an indiv

environment; second, personal traits; and third, attitudeardiswoeing entrepreneurial impacted

by social influene (Levenburg and Schwarz, 2008:35). The first stream of environmental
factors includes tax advantages, economic opportunities as well as available funding or other
stimuli for starting a business and which coalsobe critical for the survival and growth of rural
SMEs in KwaZuluNatal. The second deals with personal traitsciviig not really the main focus

in this study while the thirdés about attitude which is to be discussed in depth in the following

sections of this study.

Rural SMEs owners/managers also can be meddyrdooking at their entrepreneurial actions

and atitude. It is necessary for rural entrepreneurial actions to be positive in order for them to
survive and grow. Stone and Braidford (201%7) state that small business owners
conceptualise various barriers to growth differently to owners of larger fimmsse perceptions

and mind sets haveebn affected as a result of their practical experience of growth. This situation
is likely to occur in the rural entrepreneurship sector in particular KwaRiahal; therefore, there

is a need foa study of this natre to be conducted. According to Bolton and Lane (20122213)

an individuallevel entrepreneurial orientation measurement instrument can be used to assist
entrepreneurship education. This means that the instrument can be used to improve innovation
orientation, risk taking and proaain of rural SMEs which statisticallcorrelats with measures

of entrepreneurial intention. Entrepreneurial education, training and skills can assist in rural
individual entrepreneurial intentions growth in underdevelopedrambte places such as rural
KwaZului Natal. According to Lechner and Gudmundsson (2015) thexdifferent impacts of
individual entrepreneurial orientation dimensions on competitive strategy and the effects of cost
leadership as well as differentiation parformance. This can also be interpressdural SMEs
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owners/managers leadership style contmitguto the overall percentage of business performance

including its survival and growth.

3.4.3 Differentiating entrepreneurship from entrepreneurial orientation

According to Lumpkin and Dess (1996), EO and entrepreneurship are distinguishable from each
other. In the context of new venture creation, EO is recognised as a process construct, which
relates to the methsdpractices and decisianaking stylesnanagers use, effectively addressing

how it is achieved. Entrepreneurship, howeveralso related to the content of entrepreneurial
decisions by addressing what is undertaken and is based on decisions, for example, the type o
business to be undertakdrhis differentiation leads to the reasoning that EO is essentially related

to how entrepreneurs implement entrepreneurship in order to achieve their career ambition (Hun

and Deschoolmeester, 2003).

EO has received much conceptual and empirical atteritamn entrepreneurship academics
(Rauch, Wiklund, Lumpkin and Frese, 2009:7/8L7), asit is encouraged by researchers as an
effective means to improve business performance because of the key elements it encompasse
(Fatoki, 2012). EO, as evaluated alohg tonstructs of prodaoh, innovaton and risktaking, is

also associated with the improved competitive advantage of organisations. Business owners of
small er companies influence their firmsdé EO
ofthelusi nessesd operating aspects (Covin and
relevant to SMEs due to their firm size. Higher actualisation of EO can be simply achieved by the

owner embracing attitudes that will encourage business growth.

3.5 RURAL ENTREPRENEUR

Rural entrepreneurs refey those who carry out thidbusiness in rural areas with the utilisation of

local resources. Iiso doing they increase the standard of living and purchasing power of the
people by offering employment opportunities to people in the villages (Gandhi and Mohan,
2014:16). They are those people who perform the entrepreneurial activities, in establishing
industrid and business units in the rural sector of the economy. In simple terms, rural
entrepreneurship can be defined as rural industrialisation (Bad, Patel, Patel and Tare, 2013:2;
Ahamad and Pandey, 201541 Korsgaard and Midiller, 2015&1). Cabus (2009:686) states that

rural entrepreneurship exists, leading to an economy in rural areas that is far from being ignorable.
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The rural entrepreneur is engaged in a variety of activities, much broader than agriculture,
resulting in an economic portfolio that mairdgnsists of activities in other sectors. Moreover,
rural entrepreneurs are dynamic, but the importance of ambitiousuggaremains rather low,
indicating that many stat p s have t o be considered as
entrepreneurshipGupta, Guha and Subramanian (2013) articulate that the history of the
enterprise, t he entrepreneur 0s characteri st

government, as well as geography, are some o

3.5.1 Rual entrepreneurship

Rural entrepreneurship implies emerging entrepreneurship in rural areas, in other words,
establishing industries in rural areas. This means rural entrepreneurship is synonymous with rural
industrialisation (Saxena, 2012:23; Patel &ithvda, 2013:28). The field of entrepreneurship is
widely acknowledged to lack a single unified and accepted definition for the term
Aentrepreneurshipo (Gedeon, 2010:16) . Entre
strategic posture, and, thus, aflanner of organisations may behave entrepreneurially. This
strategic posture encompasses a firm's-takkng propensity, its ability to be competitively
aggressive, proactive manners, and product innovation (Covin and Slevin, -2991Rural
entreprenership represents the informal sector of the economy, characterised byscahall
businesses, involving petty traders and artisans (Ibukunoluwa and Oluwadamilola, 2012). Rural
entrepreneurship can be considered one of the solutions to reduce poveryiomigconomic
disparity, and unemployment and to develop rural areas and backward regions (Raghurama,
2012:51).

Rural entrepreneurship today is a major opportunity for those who migrate from rural areas or
semturban areas to urban arelss also a &ct that the majority of rural entrepreneurs are facing
many problems due to unavailability of primary amenities in rural areas of developing countries.
Lack of education, financial problems, insufficient technical and conceptual ability make it
difficult for rural entrepreneurs to establish industries in rural areas (Gowrishankar, Raja and
Prasad, 2014:3).

Colette and McElwee (20148) argue that there is little difference between a rural anerurah
enterprise, in terms of structure, or how the bhess is organised/managed, or how the
characteristics of the individual entrepreneur are exhibited. Thus, it would appear that there is no
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specific category for, nor definition of, a
manages a ventur@i a r ur al settingé. Howe v e405), raat c o r «
areas are no longer dominated by agricultural employment and productivity farming; they are,

instead, a mosaic of economic activity that increasingly mirrors more urban areas.

3.5.2Determinants of survival and growth of rural SMEs in KwaZului Natal

Many researchers, such as Sarani, Shahpasand and Savari (201308))tress that the most
important barriers to entrepreneurship, in general, are pergtryaiological, cultural, soal and
economic factors. Zalkifli and Rosli (2013:266) state that determinants of business success are
diverse in nature. It is, therefore, difficult to attribute the success or failure of a small firm to a
universal set of measurements used to gaugandsss successes. Although measurements are
suitable for large corporations, they may, sometimes, not be appropriate for small businesses, sucl
as rural businesses (Coy, Steven and Omer, 200-2:98)1 Thus, the actual root of success may

lie in a combinabn of internal and external factors, within which the small business operates.
Papzan, Zarafshani, Taka@i and Papzani (2008)ighlight that some of the factors determining

the success of rural entrepreneurs are causally related to immpwveted for alsievement, lack of

bureaucracy, internal locus of control and marketing opportunities.

Peters and Brijlal (2011:263 7 5 ) find a relationship betwee
education and the busi ness es 6foralnd nndalyturnover. g r c
Furthermore, Chachar, De vita, Parveen and Chachar (2013:2) show that family background, age
of entrepreneur and management style, in relation to owners/managers education, contribute tc
SME development, and are seen as detemtsneorrelating to the growth of the industry. The
skills of leadership, creativity and innovation, networking and trust, time management and goal
setting, as well as commitment, are confirmed as important for the success of SMEs (Mbuya,
2011:61).

Clover and Dorroch (2005:241) echo the sentiment that, in KZN, a lack of access to services;
funding constraints at staup; lack of management capacity in the enterprise; access to tender
constraints; compliance costs associated with VAT and labour legislhgjoidity stress; lack of
collateral; and the lack of institutional support are the main dimensions of constraints for the
survival and growth of SMEs. Poor infrastructure, poor management and poorkeepmg are

also principal constraints to businessrrvival and growth (Okpara and Pamela, 2007:5).
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McPherson and Rous (2010:10) indicate that access to credit is not a significant determinant of

small firm growth.

Khan and Siddiqgi (2004:34) find that internal and external sources of financing busirless
marketing orientation of an entrepreneur; volume of sales; market size; risk taking attitude of the
entrepreneur; industry potential growth; entrepreneurship experience; networking abilities;
innovations (in terms of introduction of new products)ymocesses and major improvements in
existing systems; diversification (in terms of products}ifamjob training activities; utilisation of

unique knowh o w ; and price adaptability, are foun
growth. Philip (200:1-15) adds that characteristics of SMEs, management andi kioaw and
products and services, as well as the way of doing business and cooperation also influence

business success, along with resources, finance and the external environment.

3.5.3 Rural SMVEs industry/sector

Hansen, Rand and Tarp (2010:1) indicate that classical determinants of firm dynamics include that
of firm size, |l ocati on, i nnovative capacity,
These are for both survival and gitbwwhile receiving government support during staothad a
separate and positive influence on lgegn growth, especially for rural and ndmusehold
enterprises. In a study conducted in KZN by Wynne and Lyne (2003:1), government policies are
highlighted as a potential focus for absorbing some of the transaction costs, by improving
education, physical infrastructure and technology transfer. Other important interventions include
the provision of mentoring and training services for new managers, includitiitions, along

with legal and financial management instruction. Clover (2004:1) believes that-pulbtite

sector institutions can identify policies and strategies to increase the survival and growth rates of
SMMEs, if they have more information alidhe factors that constrain business performance, and

the link between entrepreneurial quality and enterprises.

The significant importance of the location factor in the development of entrepreneurship and small
business performance is argued by Minail &mcky (2011:19), who suggest that the location
factor should be given urgent consideration as a vital factor that would positively affect small
business performance. South African rural economic development has been impeded by poor
infrastructure and wmployment, with little or no access to vibrant markets characterising many

South African rural communities (Ladzani, 2003:5). According to Agbenyegah (2013), the key
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challenges facing South African rural indusis/lack of assistance, an unfriendly bless

environment and the lack of collateral.

3.5.4 Rural entrepreneurial attitudes and small rural business growth

Economic development is not the only factor that determines entrepreneurship rates;
entrepreneurial attitudes and perceptions also plagnpartant role in creating an entrepreneurial
culture (Bosma and Levie, 2009). Furthermore, on the indicators of entrepreneurial attitudes and
perception in efficiendydriven economies, SA also scored below average in 2010 (GEM, 2010).
Most policymakers raagnise that entrepreneurs usually start out with limited financing, as small

or mediumsized firms, operating in a variety of industries and places. As a result, policies
generally support a wide range of entrepreneurs. Howpoedcymakersoften fail torecognise

that the benefitfore nt r epr eneur s can vary dramatically
to build a highgrowth business, and rural areas often lack these-drighth entrepreneurs
(Henderson, 2009)Literature shows a positive relatidns p bet ween manager :
actual growth outcomes of SMEs (Anders, Vladimir and Peter, 2013288 In support,
Visagie (1997:665) stipulates that South African SME managers/owners need more change than
manager sd6 of | ar g eequires changeand effective neasagegnent ol chdngeris
essential to ensure business success. Managing change effectively, according to Visagie (1997)
begins with the recognition that change requires altering the attitudes and behaviour of
individuals. It iscommon knowledge that many managers are unable to change their attitudes and

behaviour to fit the changing needs of the organisation.

3. 6 THE BUSINESS ENVIRONMENT AND SMEs SECTOR

A study conducted in Malaysia by Awang, Khalid, Yusof, Kassim, Isniain and Madar
(2009:8496) found that environmental facs are directly relatedo SMEs performance.
According to them it affecthow the SMEs operate and influendecisiors taken by SMEs
owners/managers. Therefore, it is important to haveroad undestanding of the businesé
environmerdl challenges confronting the survival and development of rural SMEs in particular
KwaZului Natal. Authors such as Freeman (2000) and Vaillant, Rosell and Viladomiu (229b:1
stress that the propensity towards entnepuoeial activity is conditioned by the evolution of the
institutional framework and good industry environment. Theyntaa that the growth of small

and medium (SMEs) within economic development need public administrations from all political
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ideologies ad from all administrative levels to develegolicy favouring and stimulating the
creation of new enterprises. This ser@nt echoed by Verynne and Meyer (2010:328) that

SMEs like large firms use different approaches to make strategy which will dngidethrough

the industry life cycle. Thus it needsconducive business environment for themb&able to
articulate their strategies and attain good performambe.ILO (1998, in Ariel andRocha,
2014:7) suggested that assessing the policy, legal,damegulatory environment is important
because small firms do not have the managerial and monetary resources to deal with complex
procedures, or frequently variable monetary and fiscal policies. This ides alsomaintaired

by the United NationsGenerh Assembly (2014:22) which emphasis the need for improved
regulatory environments and policy initiatives that promote entrepreneurship and foster small and
mediuni sized enterprises; encourage governments to take a coordinated and inclusive approach
to promoting entrepreneurship; emphasize partnesshith the private sector; and invite member
states toa strengthen entrepreneurshggpomotion initiative. It further encouraged countries to
consider establishing or strengthening national centres of exxelienentrepreneurship, and
called upon the United Nations system to recognize entrepreneurship and integrate its various
forms into their policies, pgrammes and reports and support national efforts in that regard

The EU Rural Review (2011) highlights that rural business are not operating in a vacuum,
however, there is a strong link between rural development policy and the growth of new activities
in rural areasThe eport further indicates that rural development polé¢so contributes to the
objective of social and territorial cohesion within the European Union. This means that creating
the conditios in which innovative rural businesses can thrive will require newswhgoverning

rural areas and organising localnkets, as Wl as changes in consumer behaviour. In France, for
example, communities and support structures are seeking ways of removing potential barriers to
job creation in rural areas suchthe high cost of land. However, it is not clear if this i®thame
problem we findn South African rural areas. According to Harpnca and Rus (2016:11G0

1105), Romania enjoys important growth potenaald rural areas have substantial growth
potential andhe sociceconomic environment irural Romania hasmproved. This shows that
theindustry life cycle for small businesses has changed from the sumoge intoto beconng

medium enterprises in rural Romania. The impacthefenvironmenton businessparticularly

SMESs explained by Stone and Braidford20l5) is that the survival and growth of
microbusinesses are acutely dependent on responding appropriately to external conditions over
which they have little or no control including those operating in rural places (Alstrup, 2000 in
Stone and Braidford (PL5). On the other hand, according to Patel and Chavda (263Q2®e
environment in the family, society and support system is not conducive to enngunagl
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people to take up entrepreneurship as a career. This might be dudacto of awarenesand
knowledge of entrepreneurial opportunities available in their rural places. Howleses,isno
study exploring theentrepreneurial attitudes of South Africans livimyrural KZN and their
motivatiors to starta business.

3.7INTERNAL/EXTERNAL E NVIRONMENT AND SMALL, RURAL BUSINESS
GROWTH

The literature review of this study includes looking at the environmental dynamism impact on
rural SMEs survival and growth in KwaZiilNatal. This environmental dynamism consists of
internal and external factoréccording to Nuiami, Idris, AFerokh and Joma (2014:11P5),
environmerdl dynamism represents the rate of change in an environment. This is in line with
Wijbenga and van Witteloostuijn (200d@gscribing environmental dynamism as the rate at which
the preferences of customers and the services of organizations change ovén thdition Li

and Simerly (1998) state that it is the rate of change and the level of factors instability within an
environment. In other words, rural SMEs owners/managerstodsslaware and have knowledge
about rate of changes and the level of factors instability in their respective areas in order to
maintain survival and development of their businessea pior study, lansity (1995) advocates
that emergent levels of envimtmenal dynamism lead to more uncertainty in service development,
which also reduces the predictability and effects of change. Therefore, it is importantato get
broad understanding of how internal/external environmental dynamism affects the entregreneuri

orientation, survival and growth of rural SMEs in Kwazi\atal.

Internal factors, such as business entity size, life cycle stages, technology and product innovation,
organisational autonomy, centralisation and formalisation, markes,rahd type/importance of
goals, as well as external factors, exercise a more or less significant impact on the
performance/effectiveness, including sales growth and achievement of goals, of SMEs. External
factors include, for instance, the state of tben®mc sector, and type of customers, depending on
the period |l i fe cycle stage and ¢genRenrae st
(1959:20) indicates that enterprise activities are governed by productive opportunities, which are
actually a dynmic interaction between internal and external environments Séntiment is
continued by Covin and Slevin (1989), when they statetheéxternal environment primarily
affects the survival and the growth of business entities. This préesresboed byehir, Can and
Karaboga (2015:35867) in that the entrepreneurial orientation can be mediated by internal and
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external factors. This means that there is correlatioelationship beveen entrepreneurial
orientation and internal/external factors which nmiafjuence the survival and growth of rural

SMEs. Therefore, it will be interesting to test these variables on the rural business environment.

According to AmoatMe nsah (2013: 1), some of the firmb
important strategic resources. In addition, all resources can be strategic, depending on the type o
firm and industry. The dynamics and complexity of the extermar@nment are pushing firms to

not rely solely on their internal resources farcompetitive advantage (Amoidlensah,
2013:108). These enterprises, which are mainly rural and agricblisesl, are faced with unique
problems that affect their growth anthus, reduce their ability to contribute effectively to
economic developmen=AD (2012) reports that these unique problems range from the lack of
access to credit, inadequate managerial and technical skills, and low levels of education, to poor
accessd market information and an inhibitive regulatory environment. Oginni and Adesanya
(2013:146-155) comment that electricity, government policies and fraudulent practiese
foundto becritical factors, severely impacting the survival and growth ofriass organisations.
Milovanovic and Wittine (2014:229) stipulate that due to the relationship between entrepreneurial
orientation and business performance in small companies, as well as the moderating dffects of
external environment, rural SMEs ownenahagers need to use their resources more carefully on
innovation, proactin, competiton and autonomy. In other words, for their product development,

in their proactive strategieand when getting into the market or responding to competitors

strategiesincludingbeingbe responsible when taking business decisions.

Environmental dynamism and heterogeneity are found by Ullah, Shah, Hassan and Zaman
(2013:119) to be significant predictors of EO, exerting a positive influence on it. Access to
resouces enables entrepreneurs to aggressively exploit opportunities well before time, compared
to competitors, due to environmental pressures (Ullah, Ahmad and Manzoor, 2013:4099). Cuervo
(2005:293311) maintain that a better understanding of environmentaacteaistics, in terms of

the availability of resourseand competition, as well as the conditions of the institutions that
govern economic activity, will help the entrepreneur not only to identify a business opportunity,
but also to exploit it, and create firm that achieves profitability and generates wealth. Firm
performance is further found to be influenced by environmental dynamism, including changes in
industry, competition and consumers (Akgun, Keskin and Byrne, 2008:23). Furthermore, Islam,
Keawchaa and Yusuf (2010:34) confirm this finding by examining eight factors that influence
the SMEs®6 business success. These factors ir
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how, product and service, customer and market, the way of doing businessrparhtmn

research and finance, as well as strategy and the external environment.

However, the National Department of Agriculture (2002) indicatesSAdbas been characterised
by high levels of poverty, especially in rural areas, where approximatglgre@nt of SA's poor
peopl e resi de. These peopl eds i ncomes ar e
sufficiently vibrant to provide them with wetlaying jobs or selemployment opportunities. It
has been found that external factors are more damhiiman internal factors, in contributing to the

business success of entrepreneurs (Kader, Mohamad and lbrahim, 2082147

3.7.1 External factors

The iterature indicates that the identification of external factors affecting the development of
SMEsis very important in order to take all the necessary steps to reduce or remove barriers and
create new opportunities for these enterprises (Govori, 2013:701). The study examines eight
factors that influence SMEs business success. These factors are: SMiEstertstics,
management and knelow, products and services, customer and market, the way of doing
business and cooperation, resources and finance, strategy, and the external environmen
(Chithamas, Islam, Keawchana, Yusuf, 2011:180). Accordingeitiher (2007), the external
environment may actually be more effective at triggering change (and growth) than internal
dynamics and expertise of SMEs, although this requiressitpadls and information are correctly
detected, processed and responded to, kinagately incorporated into strategy. However, it is not

clear how South African SMEs in ruraleas araffected by thestactors

A UK and Nigerian compat&e study, conducted by lhua (2009:1207) reveals poor
management as the most crucialtéaanfluencing SMEs failure in the UK, while both poor
economic conditions and infrastructure were found to be the most crucial factors in Nigeria.
Enterprises are, furthermore, also affected by an external, macroeconomic environment that
cannot be conttled with factors such as political, economic, social, technological, environmental

and legal aspects (Grimsholm and Poblete, 2010:43)
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3.7.1.1 Politics and law

Authors such as Harvie and Lee (2005, in Govori, 201370&) havenoted that the imponee

of SMEs to the economy of a country indicates how important it is to have government policies
that support SMEs, including regulations that enable them to operate efficiently and regulations
that reduce their administrative costs. Henites South African government nesdo have
friendly poliaeson rural SMEs in order to enable them to survive and grow. At the present time
South Africa does not hawefocused SMEs policy which takcare of those operating in rural

and underdevelopedreasincluding KwaZulu-Natal. Lekhanya (2016) indicates that South
African government initiatives to promote and support SMEs in order to enhance their
development and redugeoverty are faced with théack of a legal frameworkredtape, other
barriers and genuine adnstrative procedures such as accessibildygovernment agencies.
According to Wanjiru (2013:11), politics is
business and the freedom within which it allows firms to operate. This means that the types of
action that governments may take, which constitute potential political risks to firms, fall into three
main areas. The first of these is operational restrictions and could comprise exchange controls,
employment policies, insistence on locally shared oghiprand particular product requirements.
South Africa needs to hawebusiness policy that will allow rural entrepreneurs to be operational

without redtape or any restrictions.

3.7.1.2 Sociedemographics

It has beerfound that there is a significasbciocdemographic effect in factors that shape the
decision to start an own business (Agyemang, Deh and Asuamah, 2@13:3% a study
conducted in India by Venkata, Raman and Ramachandra (2009), the findings highlight that a
high level of education dsenot guarantee entrepreneurial success and senior citizens do not
achieve a higher level of entrepreneurial success. The study further indicates that those who were
unemployed in their previous occupation, turned out to be the most successful entrepreneur
According to Sidik (2012:378B 383), many people choosdusiness they are involve in based on
their soco-cultural values and personal traits. This viewlso indicated by Lekhanya (2013) that

in KwaZulu-Natal, rural SMEs owners/managers do consttleir soco-cultural values when

using technology to promote their businesses. However, due to the lack of data and limited
empirical research it is difficult to make sound judgrsevith regard to this. Moreover, previous
studies suclas in(Beck, 2007 Fatoki et al. 2010; Pandula, 2011) show thatadsb'brm d e mo g r a p
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factors, in particular its size, ownership type, age and sector influence access to finance. These
studies demonstrate that small firms have more credit constraimtslaige firms. This is
attributed to the fact that small firms are often owned and operated by private individuals who
have no legal obligation to report financial performance or to regularly audit their financial
accounts. Another reason is that small firms have fewer assptovide as collateral. Thikg

smaller firms are associated with high failure ratbencompared to large firms.

3.7.1.3 Socieeconomics

Socioeconomic factors are the key aspects influencing entrepreneurial behaviour and operation of
the business (Kan, 2014:8®4). According to Bawuah, Buame and Hinson (2006:1), economic
growth is a function of the growth in resources and the rate of technical change. Land, labour,
capital, and entrepreneurship are the resources in the factors of production. hweely,
economists have studied the effects of these resources or inputs, to identify the causes of
economic growth, with entrepreneurship growth identified as the primary source. Schumpter
(1994, in Bawuah, Buame and Hinson, 2006:1) states that the maiibgton to the growth of

every nation is attributed to the entrepreneurial factor. The entrepreneur comes up with ways of
doing things, that is, innovations that are responsibléhfagrowth of technical progress. It is not

the growth in quantity of # other inputs that fosters economic development but, rather, it is the
entrepreneur who takes the risk of innovation, organises and coordinates the inputs (Bawuah,
Buame and Hinson, 2006:1).

3.7.1.4 Technology

New technology becomes a main driver for innovation and, hence, successful innovation leads to
sustainable business growth (Klongpayabal and Thawesaengskulthai, 2014:9894). Therefore,
there is a need for rural SMEs to acquire new knowledge or new teciinoiogyder to create
competitive advantages from innovation. According to Jirayuth, Un Nabi and Dornberger
(2013:16), technological capability is widely known as a strategic source of growth and wealth at
national and firm levels. The authors highlighe tfole of imported technologies acquired by
developing countries, as a crucial element in their ability to catch up. However, Lee, Kelley, Lee
and Lee (2012:19) indicate that, although technology resources provide no direct survival
benefits, the suggesh is that the accumulation of technology resources may be more important
when firms seek international expansion. Klongpayabal and Thawesaengskulthai (2014:9894)
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believe that the limitation of resources, expertise, time and the lack of capabilitiesate e

house technology, force firms, especially SMEs, to focus on selecting or acquiring new
technology from external sources. Technology can deliver timely, accurate and complete
information to decision makers #te lowest mental and economic cost tile SMEs sector
(Briggs et al., 2003:8). Effective and efficient accounting information sysfai$) within any

small business could improve the stream of information and reducetkastwould lead to a
higher profit margin. AIS in small businesses cantdictically utilised to outwit their respective
competitors, which evidently will escalate their share in the market.

According to Rootman and Kruger (2010:10%7), the lack of AIS in SMEs can probably
result in high lead times in business processigh cycle times in business transactions, poor
consumption of business resources and adédpkoductivity, among othdiactors However, poor
telecommunication infrastructure aradlack of broadband caectivity in the ruralareasof

KwaZului Natalhavelimited the use of technology by SMEs owners/managers (Lekhanya, 2013).

3.7.1.5 Competitive environment

According to Ismail, Mokhtar, Ali and Rahman (2014:307), competition today is everywhere in
the business environment. The survival of SMEpends on their ability to take full advantage of

the resources available. By entering the competition, the company tries to find competitive
advantages that greatly affect the success of the enterprise (Walley, 1998). SMEs are usually not
very competitie, in terms of market knowledge, innovation, prudent investment, business
operations and good management, which are important factors in improving quality (OSMEP,
2007). Developing countries compete with other countries, owing to globalisation and idcrease
trade, however, barriers and other restrictions generally favour these countries (Lind, 2009).
Competition is increasing by international companies, as a result of Free Trade Agreements
(OSMEP, 2007).

A survey of SMEs in developing countries was caroait by the World Bank; with the findings
showing that competition represents a risk for survival of individual enterprises. Although
competition represents high risk, it is what pushes companies towards higher productivity, which
actually results in theigrowth and development. During the last decade, much research has been

carried out regarding the barriers faced by SMEs in Kosovo. The main barriers have been "unfair
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competition” that includes tax systems, the informal economy and public services:sbhatrich

havecontinued with the same intensity throughout the-p@stperiod (World Bank, 2012).

3.8 INTERNAL FACTORS

Il nt ernal factors are described as those cons
operate efficiently, despite ampptential in the owner/manager (Baloyi, 2010:22). These factors
are the personal attributes, skills and competencies of the individual owner/manager that are
crucial to how well the business faogp to the inevitable crises that arise (Stokes and Wilson,
2006). However,it is important to notethat these constraints are controllable by the
owner/managerAccording to Beck and Demirgtiunt (2005:131), financial and institutional
devel opment hel ps all eviate SMEs Oessga exterhah c C
finance, thus levelling the playing field with large enterprises. Moreover, Kelliher and Reinl
(2009) mention that growth in SMEs requires not only being able to correctly spot a growth
opportunity, which matches internal capability andacdy (requiring a high degree of self
knowledge and the ability to take stock), but also the skills and knowledge to accurately process
the requirements, and to be able to identify and access the external factors allowing growth to be

realised (e.g. accego finance).

3.8.1 Management skills

In a study conducted, in Bangladesh by Philip (2010) it has been revealed that management know
how; the way of doing business and cooperation hawmeinfluence on SMEs success.
Consequently it is very advisabfor the SMEs owners/managers to have management skills and
capacity to run successful businesses including those in rural places such as Kwéatalu It is

also very importanfor them to havea proper way of doing business and coopetatm rural

areas However, a number of common factors, within the category of business management, are
considered to play a role in determining the growth of the small business. These include financial
management skills and marketing management skills (Dobbs andtétar2iD07:296322; Nkosi,
2013;Kusi, Opata. and Narh, 201L9Management skills of small business growth concentrate on
the identification of the ownenanager 0s policies and strat
development of their business and the subsequanslation of such policies into managerial
action (McMahon, 1998:285). Penrose (1959:2@roposes that the growth of the enterprise is
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limited by the scope of managerial resources, specifically the ability to coordinate capabilities and

introduce newpeople into the enterprise.

Literature reveals considerable doubts regarding the quality of strategic planning and management
in this very crucial economic development sector, with peai@kers suggesting particular
weaknesses exist in: innovation; alaaf financial acumen; marketing; entrepreneurial flair;
practical planning; and management knowledge; as well as human resource management. As ¢
result, many firms do not reach their full potential and fail to grow (Gatukui and Katuse, 2014;
Cant and Wiig 2013).

According to Malick and Krishnan (2014:1-1@2) rural markets offer a great scope for a
concentrated marketing effort because of the recent increase in rural incomes and the likelihood
that such incomes will increase faster because of bettefugtion and higher prices for
agricultural commodities. Rural marketing is a developing concept, and as a part of any economy,
has untapped potential; marketers have recently realised the oppestuniprovemerg in
infrastructure promise a rich brigiiature for those intending to go rural (Ahmed, 2013:55;
Faroogi and Fatma, 2015:438).

3.8.2 Technical skills

Entrepreneurial skills assist SMEs to generate growth and development of new ventures in
developing economies, such as Kenya, Malysia, Sédfitita and Nigeria (Mohammed and
ObeleageNzelibe, 2014:1 21; Situma, Musambayi, Omboto and Yegon, 2015:332;). Robert
Edomi (2013) reports that a recent study conducted in the UK reveals that more than a third (36
per cent) of the UK's smaller companiednmgis to a shortage of skilled staff hindering their
growth prospects. Results of the study show that the biggest gap in the small business skillset is in
sales, reported by one in six (16 per cent) respondents. A lack of IT (12 per cent) and financial

maragement 10 percent) expertise came in at second and third places, respectively.

3.8.3 Education and training development

The key word circling aroundhe development ofthe economy in many countries is
entrepreneurial education (Kalyani and Kumar, 2011). Entrepreneurship education and training
has been found to be a major determinant in the growth and survival of enterprises. According to
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human capital theory, investment imdwledge, skills and abilities enhance the productive
capacity of the individual (Njoroge and Gathungu, 20222} However, rural, small business
owners face challenges that are not generally present in urban locations. As a result, they neec
training prgrammes that are specific to this context (Siemens, 2a¥):1

Entrepreneurship education and training entails a philosophy efetialice, such as creating a

new cultural and productive environment, and promoting new sets of attitudes and cultbee for
attainment of future challenges (Arogundade, 2011). Economists have maintained that the major
obstacle to economic growth of poor nations is the lack of educated entrepreneurs who are able tc
mobilise and coordinate production inputs (Bawuah, BuameHamsbn, 2006:1). The inference

here is that financial institutions, able to lend funds to uneducated entrepreneurs who lack
managerial expertise, are throwing their money away. It is not the financial capital that is lacking
but rather knowledge, abilityand entrepreneurship skills that people possess. In SA, research
clearly shows that various problems in schools hinder the effective implementation of
entrepreneurship education, some of which are poorly trained educators and a lack of adequate
resources(lsaacs, Visser, Friedrich and Brijlal, 2007:613). The authors believe that better
entrepreneurship education could make a significant contribution to job creation and, ultimately,

to poverty alleviation.

39 NSTI TUTI ONAL | MPACT ON SMEsO6 GROWTH

Thednd i t uti onal environmentod6 refers to the o
surround an entrepreneur and which shepasiness operatiofSchiebold, 2011 in Gatukui and
Katuse, 2014). Holmes, Miller, Hitt and Salmador (2013) indicate tHaticpf regulatory and
economidactorstogether create rules and standards and define the established order within which
entrepreneurs and SMEs operate. Furthermore, Shirrly (2008:18) articulates that insatations
include written and formalized constraints, such as constitutions and laws, as well as tacit and
informal constraints, for example, norms, conventions andireplbsed codes of conduct.
Nevertheless, for some economies, including Africa, achieving theatgoolicy mix can be
challenging. Trademark (2014) indicates that the potential on the continent to develop deeper and
wider is well recognised. Trademark (2014) concluded that with a rising middle class, more
focused innovation, especially among the ¥ouwireater participatory governance and a more
varied basket of partners, Africa is on the cusp of moving to another level of economic
development.
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Gonzalez (2014) stressthat a key to achieving economic development is to ensure a good
business environant for SMEs. It has been found that the basic policies, laws and regulations
affect SMEsO programmes and ser vi c@pfoufdthas s e |
government strategies and policies for small and micro agribusiness firms darejyosnprove

their growth and survival. Lack of finance has further been found to be a function of multiple
problems, with the major sources of credit available for the financing of SMEs in Nigeria being
that of personal savings, family/friend supportd @ommercial banks (Ekwem, 2011:1). Puffer,
McCarthy, Jaeger and Dunlap (2013) emphasize that personal connections remain vital in
shielding SMEs from the institutional and environmental uncertainties that in turn impede

development, increase transactiasts, and facilitate corruption.

310THESOCIOICULTURAL FACTORSO I NFLUENCE ON RURAL

According to Akhter and Sumi (20141D), the socid cultural environment, in relation to
entrepreneurship, can be defined as consisting of all the eleaightssocial system and culture

of a people, which positively affect and influence entrepreneurial emergence, behaviour and
performance, and entrepreneurship development, in general. Somieesonimmic factors, such

as age, education, experience, cultimgsiness profile, investment and skills have been indicated

to have an influence on the success of small business (Saleem, 2PAp:24 Ghana, it was

found that sod-cultural factors do have an influence on the management of small businesses
(Agyaporg and ObreAdibo, 2013:22258565), whereas Bowale and Akinlo (2012:848) state that
business registration, business size, nature of business, and sources of capital, are the majc
factors determining both income and employment generation potential of Sk\gthgr
Furthermore, education and the type of SME are additional factors that significantly influence the
intention, by the rural SME industry in Bangladesh, to use new technology (Ahad, Dyson and
Gay, 2012:116). On the other handPhungwayo and MogashoaO@) state thathe level of
education usually determines the rate and extent to which individuals can assimilate and apply
different concepts. At the same time, the authors mention skills as important in enhancing the
development of business performanae dnablethem to successfully fulfil their business

management responsibilities within their communities.

The literature review stated above suggests that it is very important for rural SkhEsauthern
region of KZN to take account of soewnltural factors such as age, education levels as well as
experiences when brimgy products tocustomers Rural SMEs need to understand their
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C U st o meircudtdral factors asahese factors péalyig role in terms of products consumption

and business patronalgg consumers.

3.11 FINANCIAL CONSTRAINTS AS DETERMINANTS FOR RURAL SMEs GROWTH

In a study in Australia, McMahon (2001) discovered that greater dependence upon external
finance was associated with better business growth. In a more recent study, inesmaon
Kristiansen, Furuholt and Wahid (2003) found that financial flexibility was significantly
connected to business success. The SMEs that took advantage of family angaittyrd
investment experienced higher level of succ&be.source offinancial sypport of rural SMEsn

South Africa in particular KwaZulNatalis still not known ago who provides financial support
between government, family and friendBhese gaps providea need for this investigation.
Ogubazghi and Muturi (2014:633) mentioned that lack of unconstrained access to finance for

SMEs is one of the shared characteristics by least developed countries.

Fakoti and Asah (2011:170) hold that the limiting factorSocME s 6 sur vi v al and
Africa is perceived to be ndavailability of debt financing. SME failure to come up with a viable
proposal that can persuade potential finance institutions, difficulty in accessing markets and
difficult business regulatons and | egi sl ation contribute
funding. Elsaid, Alsaid and Zaki (2013) highlight that banks perceive SMMEs as unattractive
portfolios in terms of risk aversion. This perception is partly linked with the charaatertd the
owner/managers. Jasra, Khan, Hunjra, Rehman and Azam (ZDl&rhphasise that the most
important factor for SMEs to succeed in business is financial resources. However, the challenge of
SMEs obtaining access to finance affects their survivdlgrowth (OECD, 2013:1284). This is
supported by Zhou and De Wit (2009) wemncurthat availability of financial capital is crucial to

firm growth.

Previous studies also indicate finance as a major constraint for SMEs, with owners/managers
finding it very difficult to access the capital needed to grow and expand (Report on Support to
SMEs in Developing Countries through Financial Intermediaries, 2011:4; lbrahim and Ibrahim,
2015:811; Kwaning, Nyantakyi and Kyereh, 2015:36). Access to finance assisall firms to

grow and prosper (Bwisa and Ngugi, 2013:7) and Beck, Kunt and Maksimoic (2006:2995)
substantiate this view, in finding that firms with greater access to capital are more able to exploit

growth and investment opportunities. Furthermore, K@l3)notedthat 77% of all small firms
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which applied for debt financing were rejected. Abdesamed and Wahab (2014) state that the
firmds age and si z e-upwithshanw ldns (firibank I®IMiBnship), Wweset s
significant in being nedevely affected in relatiorio difficulties in securing a bank loan

3.12 INFRASTRUCTURE DEVELOPMENTS AS DETERMINANTS FOR RURAL SMEs

Aleke, Ojilako and Wainwright (2011:21428) argue that productivity and effectiveness of
SMEs in developing countriege affected by the diffusion rate of technology. They believe that
availability of stateof-the-art technology is an important driver for business expansion in rural
areas. Mazzarol (2015:7) stresssthat technology should be regarded as an essgatibbf

the business owngna n a g e r 6 sandtstwoold notth® ignored. He maintains that technology
enabls small firms to reach millions of people, connect with global supply chains; cost
effectively track customers and enhance internal operation®rding to Mbuyisa and Leonard
(2015:105) in South Africa information and communication technology (ICT) can be used as a
tool for driving socieeconomic development such as poverty reduction as well as in the SME

environment to an enable growth.

Poor infrastructural facilities such as roads and technology have been merda®neajor
obstacles for SMEs®6 development and growth
African Rural Development Plan (2013:19) highlights the need for infrastaudevelopmentdr
example,social, economic, information communication technology (ICT), and other enabling
infrastructure), enterprise development, small, medium and micro industries fagressing,

village markets, and finance/credit facilities).

These infrastructure developments include high andiecegasing expansions placed on ICT, in
terms of bringing about improvement in quality of life, empowerment and economic development
for rural communities (Hosman and Fife, 2008:69). However, Aruwa (2013:115) points out

that it is not economically viable for SMEs to incur infrastructural costs, due to the fact that the
SMEs are often located away from commercial centres, with a direct negative impact from any
infrastructure shortcomings. Consedtgn Aruwa argues that inadequacy of infrastructural
components, such as electric power supply, transportation; industrial estates and

telecommunications, are maj-offinrbahareas er s t o an
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3.13 RURAL ENTREPRENEURIAL RESOUR CES

Cassia and Minola (2012:179197) show that resources such as financial resguncenan

capital and social capital as well as networking ressunege direct or indirect impact on the
survival and growth of SMEs. This iis additionto what has ben said by previous authors such

as (Penrose, 1959, and more recently Wiklund and Shepherd, 2003, Wu, 2007) that SMEs
owners/managers need to halwenecessary capabilities to acquire resources and puttthese.

Thus, rural SMEs must demonstrateedt capabilities if they want to survive and develop.
However, Harrison and Gibson (2006:89) indicate that the inability of small business owners

to match their products or services with the demands of the external environment is a major
challenge forther str ategic growth. SME owner so/ mana
and wuse of new technologies and weak manag:¢
growth (Mensah, 2004) . Lyons (2002) supgport
themselves are lacking in the necessary skills and capabilities required for businegs atakt

operations.

The Sustainable Agriculture and Rural Development (SARD) policy (2007) draws attention to
rural enterprises being characterised by many diffifactors, such as limited resources and
because of their small size, scattered nature and remoteness, the transaction costs of rure
activities are high, mostly the result of the time required to ensure that standards are met. Rural
enterprises face binmess risks that range from managing the power imbalance they find
themselves in versus larger firms, to buyers that can influence terms, conditions and standard
requirements. In addition, rural enterprises have limited access to timely market information,
mainly due tothecount rydés weak transport and commun
rural KZN. The SARD policy (2007) states that it makée very difficult for rural enterprises to

participate in a high value market.

Hashi (2001); Peci, Kutllovci, Tmava and Shala (20113); Ghisett, Mazzant, Mancinelli and

Zoli (2015:221) point out that the growth of SMEs has been hampered by a variety of barriers,
erected directly or indirectly by the state of the environment. Dukescal policy constraints,

more specifically high tax rates, financial constraints in the institutional environment are major
barriers for SMEs, which have a huge influence in encouraging many SMEs to conduct their
activities in the informal sector ohé economy. Beck and Demirgu&nt (2005) explain that
many SMEs are survivalists who need continuation of existence and growth beyond tlieip start
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phase. However, the authors believe that this sector is often faced with difficult challenges, such
as maket deficiencies and institutional faintness, which hinder their growth. Booyens (2011)
offers policy recommendations, stating that the government should encourage the growth of
Aknowl edge networkso that wild.l o f mge inforrBabl s t |
with domestic and (especially) large, international firms. South African p@istill not clear

with regard to this and thus supptot need of this naturemore specifically with regartb rural

SMEs in KwaZuliiNatal are lacking

3.13.1 Rural enterprise networks

According to Gathungu, Aiko and Machuki (2014:38%/7), prior studies have shown that
network relatios can be a source for achieving a higher degree of entrepreneurial orientation and
performance. Therefore, rural SMEsed to find proper and reliable netwsrik they are to
survive and developDe Klerk and Saayman (2012:3899) indicate that networking plays an
important role in the managerial skill of SME owners/managers operating in an informal setting,
such as thatf the rural entrepreneur, and, thus, strong relationships are built with other business
people to survive and enhance their competitiveness. This ermphasaintained by Gludici,
2013) in that SMEs owners/managers often sense new opportunities andafaatle ideas,

information and resources from their personal networks.

However, it is unknown how rural SMEs engage in the network in South Africa with specific
reference to KwaZuhNatal. Nevertheless, the improvement of networking between business
leaders has been suggested as an appropriate business structure that can improve business in tl
rural areas of SA (Pooe and Mafini, 2012:209). Besser and Miller (2011:1133) find
business networks, through which formal arrangements between independerdsges are
established to enhance member success, to be generally accepted as an important strategy |
helping small businesses survive and prosper. Smith and Lohrke (2ZQ03bhtinuethat through
networking, entrepreneurs can make a significantritiution to social capital which, in the loihg

term increase a new ventureds | i kelihood of

According to Jamalzadeh, Behravan, Espahbodi and Masoudi (2012:1), location of the business
was, in the past, considered an important factor by businessrewhen launching a business.
However, this was done only in highly populated areas, such as urban townships, and not in rural
areas where networking is entirely dependent on wofdanouth for referrals and patronage
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increase, due to the lack of internmnnectivity (Nelson, 2004:17). This is to say that rural
entrepreneurs need to change their business practices with regard to marketing promotional
strategies in order to increase their business networking. They should startmgsiag
technologies sth as social media as their business networking tool.

3.13.2 Human capital within the rural SME sector

Dahlgvist, Davidsson and Wiklund (2000:2) mention human capital of the enterprise as the
internal determinant of survival and growth. Human capitantrepreneurship is defined as the
attitude, commitment, values, knowledge, experience, education, capability, skills and abilities
that aid the entrepreneur in the tasks of starting, running and growing the business (Gamage,
2011:1). Many researchersliege that human capital is a critical factor for the development and
survival of the business, including competitiveness of the venture (Sriyani, 2010, 2012). Hilmi
(2010:242247) echoes the sentiment that human capital affects SME performance and is an
important determinant of business performance. It has been indicated that 79 percent of SMEs still
have a negative training philosophy and as such, pay lip service to human resource developmen
(Chaid and Shadare, 2011:95).

Furthermore, Ebiringa and Oké#&va (2010: 49) regard human capital as a most critical agent of
SME performance. Research conducted in Mexico by Rivas, Cano and Austria (26430225

finds that it is important to empower owners/managers with training to enable them to make the
correct nanagerial decision when dealing with both the external and internal environment of the
company. In support of this finding, Rivas al. (2013:225230) suggest the need to investigate

the effect of training and human capital development management, gatid e the growth and
survival of SMEs. According to Tulus (2007:118), promotion of modernisation, capacity building
and size upgrading of SMEs are needed. LaMotte (2008:31) states that human talent is the mos

i mportant productimg, facclobudimgtohhaySBMEGoao

3.14 SME CHARACTERISTICS AS DETERMINANTS FOR SURVIVAL AND GROWTH

Liu and Pang (2015) show that firm survival tends to increase with firm size, and firm growth
tends to decrease with firm age but increase with firm size. However, according to Gupta, Guha
and Krishnaswami (2013:15), four theoretical perspectives, nantbb, resourcebased
perspective, the motivation perspective, the strategic adaptation perspective and the configuration
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perspective can be identified as enterprise growth. Mugobo and Ukpere (208838 ddentify

issues, such assmall market, limitedaccesgo finance, shortage and high cost of raw materials,
lack of technical and business skills, as well as inaccessible and unreliable communication and
transport services, as the most severe constraints characterising South African rural SMEs. Harvie
Narjoko and Oum, (2010:1) indicate that entrepreneurial attitudes are those important
characteristics needed by SMEs to upgrade their positions in production networks. Chittithaworn,
Islam, Keawchana and Yusuf (2011:180) stress that, in other countrohsglimg Thailand,
resources and finance, customer and market, as well as the external environment have beer
recognised as the main characteristics of SMEs that are the most influential factors in business
success of SMEs. In India, it has been noticedttimage of the entrepreneur, educational level,
family background and management style contribute to SME operations and are seen as
determinants correlating to the growth of the SME industry (Chachar, De Vita, Parveen, and
Chachar, 2013:83). Zarook, Rahmand Khanam (2013:11) maintain that demographic factors,

such as age and size, have a positive, significant impact on SMEs accessing of finance.

314. 1 Si ze of firm/ SMEs® business

According to Islam, Khan, Obaidullah and Alam (211:289), SMEs chaistaterreferto the

origin of theenterprise, lengtbf time in operation, size of enterprise, and capésburces which

play important rolsin the businegsuccess. Hence, the survival and growth of rural SMEs might

be significantly linked with theisize, when the length in operation will mean the business success
of rural entrepreneurs. Therefore, it is very important to know how long the SMEs in rural
KwaZului Natal haveexisted. Blackburn, Hart and Wainwright (2013) suggest that size and age
of enerprise dominate performance and are more important than strategy and the entrepreneurial
characteristics of the owner. It has been noticed that the size of the firm has a positive relationship
to related leverage, which gives larger firms more advantagerms ofcredit marks (Forte,
Barros, and Nakamura, 2013:1).Small enterprises in rural areas often do not achieve economies o
scale and scope, as they have insufficient bargaining power due to their size and lack of
organisation in cooperatives or othgmoducer organisations (ILO, 2014:2). Pervan and Visic
(2012:211) further maintain that the size of the firm has a significant, positive influence on its
profitability. However, it is not clear if rural SMEs makeprofit or they are just survivists

without intention to grow. According to McPherson (19953}, the size of the enterprise and

growth rate are related to the probability of closure. Firm size has a conflicting effect on leverage,
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which means the decision to obtain loteym finance depersdon the number afesources the
firm has (Krasauskaite and Hirth, 2011:54).

On the other hand, Seens (20120) believes that consistent growth rates across the size of firm
categories do differ. Harvie, Narjoko and Oum (204%B} indicate that sizeproductivity, and
foreign ownership (including innovation efforts and managerial attitudes) are important firm
characteristics needed by SMEs to improve on their positions in production networks. According tc
Psillaki and Daskalakis (2008:3B33), the &e of the SME determines its financial structure and
financial capacity to maintain production networks and growth. Furthermore, human capital,
financial resources artthe size of the team of the SME are strongly relevant to the growth of the
firm (Federto, Rabetino and Kantis, 2012:5588).

314. 2 Age of the firm/ SMEs® business

According to Chandler (2009:10), the longer a firm exists and the bigger it is, the more & signal
if it can weaher tough economic conditions. Furthermore, he believes yhstalging in business,

a firm can signal that it does not adopt opportunistic behaviour. However, this view does not
include rural and underdevelopatkassuch as rural KwaZulNatal. On the other hand, Klapper
(2010:605) indicates thatyoung firm (lesghan 4 years) r@sless on bank financing and more

on informal financing. This view is also supported by Ngoc et al. (2009:868fauimdthat it is

often difficult and expensive for young SMEs to access bank financing, due in large part to
information asymmetry between the banks and firms. Bougheas, Mizen and Yalcin (2005:281)
point out that young firms are more failure prone than older ones. Therefore, itoibdsyped

that, there is a positive relationship between the age of the firm and access fmahce from

the commercialsector However,it is still not known ago how rural SMEs get affected by this

and how they finance their businesses.

In the recent study by Ogubazhi and Muturi (2014) it has been established that age of the
owner/managerhsas i gni fi cant ef f éankloaas TheSdultashbandaMuttire s s
study established that tup with & bank noédnswera fpuend to kei z e
related negatively to its difficulties in securing a bank loan. Howewsinbss plans, experience

and educational background of the ownaanageweref ound to be insignif
access to bank loans in Libya (Abdesamed and Wahab, 201#2?2)3 Abdulsaleh and
Worthington (2013:36) add that information asymmetry decreases as the age of owner/managers
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increases and leado an improved access bank loas. This means that there are some implicit

and explicit implications which can affect the decision of both the lender and borrower. A study
conducted in Brazil, by Forte, Barros, and Nakamura (2013:1) indicates that the age of the firm is
negaively related to financial leverage, suggesting that older SMEs may be slightly more
conservative in their financing choices. Nakano and Nguyen (2011:41) indicate that entrepreneurs
of old age are generally perceived as-imorovative and nowlynamic as cmpared to young age
owners/managers who are perceived as innovative and good performevghbat morerisky

portfolio.

The duration of time that an organisation has been opetzds a significant effect on the business
success of SMEs (Islam, Khan, &dullah and Alam, 2011:289). The longer SMEs have been in
operation, the more successful they will be when compared to those SMEs that have been i
operation for a shorter period. Some studies found that entrepreneurial orientation enables smg
and new enture firms whiclareless tha ten yearsld perform better (Lussier,1995 in Zulkifli and
Rosli, 2013:264367) and enhance firm success (Ireland, Hitt and Sermon, 2003, in Zulkifli and
Rosli, 2013:264367). But thishas not beetested in the rural SMEsAmyx (2005) reports that the

age of an organisation is a factor that may affect firm survival and growth and/ or organisational
decline and deat h, as it is the Aliability
survival than older firmsleading to limited access to external resources. Authors, such as Panko
and Koran (1999:2), concur that the factor of the age of the firm may affect its survival and growth.
This has been echoed by Davila, Foster and Gupta (2003:700), who hold thanmedofinot have

the experience, access, links, reputation or legitimacy of older firms, resulting in limited access tc
external resources due to the age of the firm. Therefore, this means that the banks or financ
agencies cannot trust young entrepreneutsowt them having experience and enough financial
security while on the other hand banks cannot give old entrepreneurs financial support because ¢

their age.

314 3 Location of the business/ SMEs® busines

According to Fatoki and Asah (2011:321@7), geographical proximity to either critical buyers

or suppliers produces a form of enhanced environmental scanning that enables SMEs to more
easily identify and exploit growth opportunities in the market. Gilbert (2002) points out that the
geographical age where the firm is launched has implicaidor its access to markets and
resources. Firms tated in metropolitan areas may therefore haligher chance of success itha
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those located in rural areas. The South African Presidency (206@8Xtatfirms that are lgated

in the urban areas are more likely to sechan firms that aréocatedin the rural areas dues to

the various factors. However, these factbewe not yet been testéd measure their impact
particularly inthe rural SMEs sector. In adtn, Minai and Lucky (2011:110) argue that the
location factor in the development of entrepreneurship and small business should be considered ar
important urgency, which is vital for small business performance. Goodfellow (2014) indicates
that due to théack of supporwvith slow internet speedsural SMEs cannot overcome challenges

to cometewith their urban counterparts. Farouk (2011:7) articulates further that external factors
contribute to the locations and market conditions of SME performance ramdhg However,
According to van der Loo, Chen, Edwards, Holden, Karamperidis, Kollingbaum, Marqui, Nelson,
Norman, Piecyk and Pignotti (20159) rural economies have a significant potential for growth
but despite the potential for growth, many rural ibesses face barriers that prohibit their
expansionand these barriers include distribution of products to the market. Caner (20)15:4

states that historical businesses located in favourable geographic locations tend to survive and

grow.
Abrhédm, Strielkavs k i Vogt a a n-d60)Grdieaje sthatthe? ost Ssigrifisabt
determinants of rural e n édevithip B regian vitha conapetipve t i t |

environment in terms ofthe enterprise size, the enterprise age, and theofasthether the

enterprise has some form of innovatidwecording to Janda (2014) rural mieemterprises are an
important factor in sustainable rural developmété¢nce, it is the intention of this study to
conductan empirical survey in order to tetfte impact of all these variables in rural SMEs with

specific reference to KwaZulilatal.

3.15 CONCLUSION

The information gathered and interpreted in this literature review esréhe theoretical
foundation on which rural SMEs could employ different factors improve the growth of
business. Following from the literature, presented in this chapter, the following elements and
components are identified as being important to the survival and growth of rural SMEs:

1 Theoretical frameworks for survival and growthrofal SMES;

1 Conceptual framewosof rural entrepreneurial orientation;

1 Determinants of survival and growth of rural SMEs in KZN;
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Rural entrepreneurship industry as determinant for growth;
Rural entrepreneurial attitudes and small rural business growth;
Rural entrepreneurial orientation growth;

Internal/external Environment and small rural business growth;
Institutional impact on SMEs growth;

Socid cultural factors' influence on rural SMEs growth;

Financial constraints as determinants for rural SMEs growth

1
1
1
1
1
1
1
1 Infrastructure development as determinants for rural SMEs growth;
1 Rural entrepreneurial resources;

1 Rural entrepreneurial networks;

1 Human capital withitherural SMEs sector;

1 SME characteristics as determinants for survival and growth;

1T Size of business; SMEs 0

T Age of the firm/ SMEsOG business, and
1

Location of the business/ SMEs® business.

Based on the literature reviewed, this study concludes that these factors are the most important
regarding rural SMEs. The literature review in this chapter provglezhg evidence that
SMEs & survival and growth still face many
to the southern region of KwaZultlatal. Therefore, the literature review information
gathered and interpreted in this chapter will be usedecommend tactics and strategies in
which SMEs® operations can i mprove their
describes the research design, methodology and data collection methods that will be used for

this study.
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CHAPTER 4: RESEARCH METHODOLOGY

4.1 INTRODUCTION

The purpose of this chapter is to discuss how the primary dasecellected and analysed.
Specific sections in this chapter include research design, questionnaire design, different types of
analysis conducted onedhdata, the issue of validity and reliability of the data for the methods
chosen, as well as the potential errors that might occur and how these errors were corrected
Furthermore, the tools, tests and techniques adopted for analyses and data intarpretaiigo

discussed.

An extensive literature review and a quantitative methodology, incorporating the use of
guestionnaires, were used to address the following primary and secondary research objectives

with each objective supported by relevant questimm the main questionnaire:

Primary objective: To investigate and describe determinants of survival and growth of small and

medium enterprises in rural KwaZiiNatal.

Secondary objectives

Subobjective 1:To provide a comprehensive literature reviewthe determinants of survival and
growth in KZN of rural SMEs;

Subobjective 2: To determine the businebsiracteristics of small and medium enterprises in
rural areas

Subobjective3: To ascertain the entrepreneurial characteristics of rural SMEs
KZN;

Subobjective 4 To identify any institutional environments which have an effect
on the survival and growth of rural SMEs in KZN;

Subobjective 5 To examine the sociocultural environment that affects the survival
and growth of rural SMEm KZN;

Subobjective 6 To establish which financial and infrastructural environments
affect survival and growth of rural SMEs in KZknd

Subobjective 7 Propose the adoption of an amended SME growth model that can be used
by rural SMEs in KZN
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4.2 RESEARCH DESIGN

Boeije (2010:19)defines research design as the conceptual structure within which research is
conducted, constituting the blueprint for the collection, measurement and analysis of data. As
such, the design includes an outline of wiie researcher will do, from writing the hypothesis
and its operational implications, to the final analysis of daAtxording toKothari (2004:31),
more explicitly, research design decisions happen to be in respect of:
1 What is the study about?
Why is thestudy being made?
Where will the study be carried out?
What type of data is required?
Where can the required data be found?
What periods of time will the study include?
What will be the sample design?
What techniques of data collection will be used?

How will the data be analysed?

=4 =4 4 A4 -4 A4 -5 -2 -1

In what style will the report be prepared? (Kothari (2004:31).

Walliman (2005:270)Herek (2012:1) and Megan (2013:$upport the premise that, once the
research problem has been formulated, the nature of the data and the aretlysiéswill become
evident. The reasons for choosing particular data collection and analysis methods are always
determined by the nature of what the research wants to find out, the particular characteristics of
the research problem, and the specific sesi@f information. In fact, it will be required first to
investigate the research problem, and testablishthe type of data that needs to be collected, in
order to make that analysis.

Leedy and Ormrod (2010:179) stress that quantitative research e@svelther identifying the
characteristics on observed phenomena, or via descriptive research, examining a situation as it is
It does not involve changing or modifying the situation under investigation, nor is it planned to

determine causand-effect relaionships.

Therefore, for this study a description method was applied to deterntimeaharacteristics of

the target population or phenomenon being studied was correct. Data analysis was done using

71



SPSS (version 23.0) for frequencies, averages and sthtstical calculations that might be

relevant for this study (see Appendix 4).

4.2.1Questionnaire development

The questionnaire development process is one of the most important steps of the study. Before
developing the questionnaire, a literatueview of local and international academic and
professional sources was undertaken (see Chapters 2 and 3), using the findings from the literature
review as a base of information from which to formulate the research questionnaire used to
determine the varides, as well aghe informationcomprising the primary data instrument.
Respondents were invited to participate in the study by first acknowledging a covering letter,
which informed them of the nature of the study and requested their consent to participat
(Appendix 1). The questionnaire was structured into various main aspects, comprised of
demographic information, business and entrepreneurial characteristics, personal attitudes,
entrepreneurial orientation, external and internal environmental factstigitional, financial and

social barriers, as well as entrepreneurial and network resources. All questions areruliesktb

assess the variables of interest, thereby facilitating the quantitative approach for this research.
Unlike qualitative researchwhich is based on opesnded questions, it is anticipated that the
closedended questionnaire will be easier to complete, generating a higher response rate, while
enabling easier and more efficient data analysis (Adgrak, 2007).

4.2.2 Content of thequestionnaire

The questions involved several categories, such as location of business, type of business, form o
business, and number of years the business has been in operation. Furthermore, question
addressed a variety of factors that contribute talrbusiness growth, including the aspects of
business characteristics in rural places and measures of personal attitudes of rural entrepreneur:
The aspects contributing tberural entrepreneurial orientation (EO) growthadfusinesss made

up of extenal and internal environmental factors; institutigrialancial and social barriers, as

well as rural entrepreneurial and network resources for rural businesses.

Following the pilot testing intervention (see 4.2.3, p.57), the final questionnaire stalsuied to
150 respondents in the selected rural areas of Harding (uMuziwabantu), Ixopo (uBuhlebezwe),
Underberg (Sisonke), Zingolweni, and uMzimkhulu in the southern region of the KZN Province.

72



The questionnaire was first written in English then latanglatedinto isiZulu. It was first
checled by specialists for English and isiZulu, after that it was checked by one persomaste
specialisin both languagebefore it was merged into one combined questionnaire to make it final
draft of the questiamaire

The questionnaire was translated into isiZulu in order to increase the response rate and make i
easy for the respondents to participate as KZN provis@®minated bythe Zulu nation. All
research assistanimdervent trainingon the topic and primary objective of the research survey
with the workshopbeingconductedover 3 working days. Research assistants were composed of
former B Tech students who come from these areas and some of wermworking in the

selected municipalistricts.

However, some of the respondents were not willing to provide information perceived to be
sensitive for their businesses. This challenge was carefully addressed by research assistants
faced to-facemeeting While somerespondents wanted te Ipaid in order for them to participate,
this was nopermittedby the researcher and research assistant as it rafegcompromisd the

outcomes of the research, therefore, they were encouraged to voluntary participation.

4.2.3 Pilot test

Prior to using a research questionnaire to collect data, Saunders, Lewis and Thornhill (2009, 2012)
posit that the questionnaire should be pilot tested. The purpose of the pilot test is to refine the
guestionnaire so that respondents will have no problems in answegiggestions and there will

be no problems in recording the data. In additibnenablesthe researcher to obtain some

assessment of the questions® valauldbetoflectadnd t h

Therefore, for this study, datamas collected from ten potential respondents as a questionnaire
pilot test, before distributing the main questionnaire to the target population in selected rural areas
of the southern region of KZN. The purmpoée
relevance and comprehension of the questionnaire. The purpose of pilot testing lies in the
checking of factors, such as variation, meaning, and task difficulty, along with respondent
attention, flow, and order of questions, as well as timing (Saunderss and Thornhill, 2012).

All the questions that seemed to be ambiguous and could cause confusion were modified, while

others were eliminated.
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4.2.4 Scope and unit of analysis

Dolma (2010:156) defines a unit of analysis as the entity that is bemlgsad in scientific
research and states that determining the unit of analysis of the research is central in any suck

research undertaking.

150 SME owners/managers keaup theunit of analysis for this study, those are people, who are
usually accountale for all management functions within the enterprises and, as such, were
examined by this study, as part of the various determinants of survival and growth of rural
enterprisesThe focus was only on individual SME owners/managers operating a busimess, w
are resident in the five (5) selected areas of rural KZN

4.2.5 Study target population

According to Sekaran and Boigie (2013), effective research requires a clearly defined study
population to ensure a representative sample size, which may thggnémelisable. The target
population of this study was 150 SME owners/managers operating in selected rural areas of the

southern region of KZN.

The target population was based on #6843 SBP SME Growth Index which surveyed 500
established SMEs in the mafacturing and business services that employotremore workers
(EDGE Economic Development and Growth in EThekwini, 2013:4; SEDA report, 2016; SEDA
office, 2016). The target population of this study is 150 SME owners/managers that operate in the
rural aeas of KZN, in the southern region of the province. These areas were selected as
representative of where more businesses are owned by local people. This selection was supporte
by the SEDA office responsibl®r the registrations of small and medium entegs in these
selected municipalities (sé@pendix3). In addition,the SEDA (2012) report also provided very

useful information which has been catesed for this study.

4.2.6Sample of respondents

The empirical research was conducted on selected SME owners/managers operating in
the rural areas of Harding (uMuziwabantu), Ixopo (uBuhlebezwe), Underberg (Sisonke),
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Zingolweni, uMzimkhulu, with 150 questionnaires distributed to th&aQMners/managers.ny
enterprises registered with the Department of Trade and Industry (DTI) were selected as
respondents. The researcher and research assistant visited all selected areas to distribut
guestionnaires to the prospective SME owners/masdgem all sectors of the economy. The
sample quotas for this survey were based on two categories, for example, the geographical area o

the business and age of the business in operation.

Table 41: Quota Control characteristics of sample for KZN rural areas

Age Geographical area

Category Frequency | Percentage| Category Frequency | Percentage
Less than 1 year 23 18 | Harding 34 27

(uMuziwabantu

1-2 years 39 31| Ixopo (uBuhlebezwe 16 13
3-5 years 35 28 | Underberg (Sisonke) 19 15
6-8 years 12 9 | Zingolweni 24 19
More than 10 18 14 | UMzimkhulu 34 27
years

This study employed a quantitative method to collect empirical data:péirk Likert scale
guestionnaire was personally delivered to all respondents (Appendix 2), with the same instructions
provided foreach question. This was done in order to maintain consistency and make it easy for
the respondents to complete the questionnaire, as the majority needed more than one day tc
complete it, due to their busy business schedules. In many casegppietmentsvere made

before the questionnaire was delivered for completion, where a brief introduction on the purpose
of the survey was done. On the second visit, the questionnaire was delivered and arrangement:
were made for the collection of the completed questiors. The time for the collection of
completed questionnaires was not fixed, with some respondents completing it within two days,
while others toola week.Research assistants from each selected area were recruited and trained.
The research assistants followed up and assisted where explanations were needed, in the absen
of the researcher. This approach made it possible for the questionnaire to be coliditedny
acceptable period. However, travelling costs between the areas were very high, due to the fact tha

guestionnaires were personally delivered.
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4.2.7Sample size

The surveysvere conducted with 30 respondents in each of the five (5) KZN ruid.gd8ekaran

and Bougie (2013:268paintain that 30 is the smallestmple number that can be used for
parametric statistics and would follow a normal distribution cufterefore, a sample of 30 was
selected at the sites of the study to maketal of 1% which made up all 5 select areas, for
example 30 participants from uMuziwabantu and so on. Mouton (2009:136) stated that the key
concept in sampling from which generalisation is made is that of the sample which must represent
the population from which is drawn. This means that, when doing sampling, the sample needs to
be as representative of the target population as possible. According to Struwig and Stead
(2001:125), it is not possible to identify whether an ideal sample size is good or b#tkewand
suggest that the researctsrouldrather consider the purpose and goal of the study. However, for
this study30 respondents were chosen from each of the five rural areas: Harding (uMuziwabantu);
Ixopo (WBuhlebewe); Underberg (Sisonke); Zingolweni and ultkhulu, resulting in 150
respondents beingurveyed However, only 127 responses were received. Krejcie and Morgan
(1970, in Sekaran and Bougie, 2013:2Z®B) indicate that 108 respondents can prowade
acceptable scientific conclusion on the findingsthad study conducted where the number was
150. Therefore, 127 respondents for this stagyacceptable.

4.2.8Sampling method

According to Sekaran and Bougie (2003; 2013), sampling is the process of selecting a sufficien
number of elements from the pdation, so that a study of the sample and an understanding of its
properties or characteristics would make it possible to generalise such properties or characteristic
to the populationHowever, this study used quota sampling for ris@sonthat it was ot easy to
obtain a probability sample of rural SMEs operating in rural areas in Kwad¥atki. This is due to

the unstable numbers of SMEs registered in these selected areas. Therefore, it was very useful
use quota sampling. In addition, quota samplwag much quicker and easier to carry out because

it does not require a sampling frame and the strict use of random sampling technigses. Th
sampling technique was used to determine the logic behind the business characteristics in rur;
places, entrepreneal characteristics, and personal attitudes of rural entrepreneurs, rural EO
growth, external and internal environmental factors, institutional and social barriers, as well as

entrepreneurial and network resources.
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4.2.9Sampling technique used

As indcated in the previous section a samleefined as the segment of a population tsat
selected for investigation Bryan and BeR0(09:182). Quota sampling was used to select
respondents for this study from five rural areas (Harding, Ixopo, UnderBergolweni and
UMzimkhulu in rural KZN. Size, in terms of humber of employees, is important as it could be
compared with the Department of Trade and Information (DTI) statistics (Simpton and Padmore,
2005:9). Quota sampling was used as a sampling techfoquleis study. According to Cooper

and Schindler (2014:359), the logic behind quota sampling is that certain relevant characteristics
describe the dimensions of the population. McGivern (2006:274) states that it is important to
define the population ohterest as precisely as possible. In addition, the researcher starts with the
knowledge of how the population is divided by strata (Sigmund, Babine, Car Mitch, 2013). Based
on these authors, for the purpose of this study, apnolability sampling methodias used in the

form of quota sampling. This technique does not use chance selection procedures but rather relies
on personal convenience for the researcher. The reason for usitegtimgues thatthereis not

an adequate sampling frame available tfog population and therefore, probability cannot be
utilized. This choice is further based on the principles that quota sampling is easy to administer

and less costly; it is important that fieldwork is done quicKlgdper and Schindler (2014).

4.3 DATA COLLECTION

This section explainsow primary data was collected for this study.

4.3.1 Data collection instrument

The theoretical review of the various determinants of survival and growth of SMEs was done,
identifying determinants influencing the suraivand growth of rural SMEs and all identified
variables were used to formulate a questionnaire. A questionnaire for this study compiled mainly
of closedended questions that were identified and drawn from the literature review, was used as
the main measurg instrument. Questionnaires were used to collect primary data for this study
and were available in both English and isiZulu, having been translated from English, and then

translated back from isiZulu into English, to ensure accuracy.

77



These questionnas were distributed to 150 rural SME owners/managers operating in the
selected areas of Harding (uMuziwabantu); Ixopo (ubuhlebeswe); Underberg (Sisonke);
Zingolweni and uMzimkhulu for completiofn addition, research assistants were recruited from
thesetct ed areas and trained as fieldworkers t
business premises during the week and on weekends. Due to a suitable saampéngpfrbeing
available from which to draw a probability sample, the distributiod aollection of self
completed questionnaires was done via a quota plan. The list of questions was designed to gair
the most pertinent facts regarding determinants of survival and growth of rural SMEs in
KwaZulu-Natal. According to Leedey and Ormrod (268%) 2014), quantitative researchers
identify one or a few variables that they intend to study and then collect data specifically related to
those variables. Methods of measuring each variable are identified, developed and standardised
with considerable teention paid to the validity and reliability of the measurement instruments.
Therefore, for this study, the questionnaire contained all the questions for which data were
required for the topic of resear ch. aiRdataanl S M
the following variables:

A Location of the business
Types of business
Type of ownership
Number of years of business existence
Business characteristics
Modern facilities used
Factors hindering investment strategies
Size of the local market
Condition of the infrastructure
Attitude towards achieving set goals
Drive to meet business growth
Willingness to invet money
Capacity to deal with uncertain situations
Resultsorientated requirements for business growth
The adoption of business strategies
Time speh on bwsiness administration
Personal time spent with consumers

Time spent on development of sale strategies.

> > > > D> D>y >y D> D> D> D> D> D> D> D> D> P> D>

The importance of increasing sales and business survival.
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oD B D> DD D> D> D DD D> D> DD B> D DD D> > DD D> > > > D> > > > > >

Family support

Creation of jobs

Aspects of Economic growth
Importance of a business plan

Capacity to cope with environmentaicertainties

Impact of domestic taxation
Business /domestic demands
Transportation problems
Payment delays

Avalilability of business space
Provision of employment
Impact of business supervision
Lack of skills

Poor quality equipment
Environmental regulation
Public procurement regulations
Business regulations

Impact of government policies
Impact of red tap

Cost constraints

Financial constraints
Avalilability of loans for SMEs
Access to bank loans

Impact of collateral requirements
Bank charges on loans

Family and friends support
Trust of society

Use of business associates
Use of business consultancy
Local communities support
Persomel in charge

Family members on decisienaking
Business networking

Employees with tertiary qualification
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Employees with experience

The business networks with formal professionals
Stakeholders contribution

Use of seminars anslorkshops

Use of social media.

> > > > > >

Ideas from business networks

4.3.2 Response rate

According to Altinay and Paraskevas (2008:99) there is no generally agreed standard for a
minimum acceptable response rate, however, the author argued that researchdhg gamsdzr

an acceptable response rate to be anything from 15% to 20% and above, with 10% being the
minimum. However, for this study, 127 responses, out of the 150 SMEs owners/managers
operating in the selected areas were received. However, 23 resp@neasot received from the
respondentsSomerespondents did not complete the questionnaire dadaitk of interest while

othess wanted to be paid for fillingn the questionnaire.

4.33 Data presentation

The results of this study are presented gigrequency tables, crdgabulations and bar graphs.
Tables and figures were properly labelled and explained, and frequency numbers and percentage

are correctly stated and thoroughly discussed below each appropriate table or figure.

4.4 ANALYSIS OF DATA

The information collected from 127, out of the initially targeted 150, SME owners/managers
operating in rural areas of the Southern region of KZN, were categorised and analysed according
to the research questions and research objectives. The resegnalped research questions per
objective and these were categorised to show patterns and draw general conclusions from the date
The data wsentered into the computer according to-petermined question codes and analysed
using the Statistical Packadm the Social Sciences (SPSS) version 23.0, statistical programme.

A correlation analysis was also appli¢d determine the Cksquare significance levels of

variables.
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The first type of analysis looked at frequencies, for example, the number of ticeErsam
response was made. Variables were then screened, identifying those that are highly influential on
the dependent variables of the study. In order to test relationships of vaigdiiesjate analysis
wasused in the form of correlation tables, well as appropriate inferential statistics. Datsw
presented by means of graphs (frequency tables and bar grEpdg)ata analysis for this study
was done by employing the following tests
coefficientalpha, Spearm#@nsho test, descriptive statistical analysis, frequency analysis, Chi
square test, Correlations, inferential statistics analysis , Méminey U Test and followed by

tests of validity and reliability. Each of these tests is brieflgudised below.

4.4.1 Tests used fortatistical analysis
4.4.1.1 Cronbach's Coefficient Alpha

According to Tavakol and Dennick (2011), internal consistency tests are essential to confirm the
validity and reliability of both the measurement instrument #ired data received. This study
utilises Cronbachdés Coefficient Al pha to tes:s
is a measure of its ability to consistently measure the variables of interest. Authors such as
Pietersen and Maree, (in Mar&07:216) and Islam, Khan, obaidullah and Alam (2011:289)
indicate that typical val ues for Cronbachos
indicate a higher reliability and, generally, in most social science research situations, a score
above 0.70 is considered acceptabl e. Cronbach
test, however, it is a coefficient of reliability (or consistency). High values for alpha do not imply
that the measure is udimensional; therefore, in ordev provide evidence that the scale being
measured is urdimensional, additional analyses need to be performed (Tavakol and Dennick,
2011).

4.4.1.2 Spearman rho test

Spearman rho tests are used to determine the relationship between the variables of this study. Thi
is defined as a neparametric test, appropriate for establishing correlations between any two

variables on a nominal or an ordinal scale (Sekaran and &32@fi0).

In this study, the variables of survival and growth are correlated both atdememsional and a

multi-d i mensi onal | evel using Spearmands rho te
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whether there is an association between thelvies being tested. This test measures the strength

of association between two ranked variables.
4.4.1.3 Descriptive statistical analysis

Descriptive statistics is utilised to describe and present the basic features of the data received
According to Adams et al. (2007), it is used to summarise data collected to facilitate an
understanding of the information through the use of graphs and frequency analysis. Descriptive
analysis, therefore, enables the identification of patterns and data distribfitibre study
variables through simple summaries and, generally, forms the basis of most quantitative studies.
The closeeended questions of the questionnaire were used to determine and assess most
determinants of survival and growth for rural SMEs. Theysalgo sought to establish the impact

of these factors and to understand the extent of the effects on rural SME survival and growth.
4.4.1.4 Frequency analysis

This study also utilises frequency analysis to examine the demographical information of the
respondents. The minimum, maximum, mean and standard deviation scores are calculated, tc
generate an understanding of responses. The minimum and maximum scores indicate the range
the responses, with the mean values indicating the central tendency astdnitherd deviation

identifying the amount of variability in the data received (Sekaran and Bougie, 2010).

Frequencies were used in this study to determine how often a respondent made a certain respon:
to a particular question, as well as to cross cheekcbding of data (Appendix 3). Babbie et al.
(2002:298) stress that, should the responses not equal the sample total, it means that dse data w
not correctly captured. The empirical data collected from the frequencies thus dhew
examiration of factars influential to the survival and growth of rural SMEs, with specific
reference to South Africa, in the Province of KZN.

4.4.1.5 Chisquare test

2
Clark and Foster (2014) refer to the Glquare testX tes) when determining whether there is a

significant difference between the expected frequencies and the observed frequencies in one o
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more categories. Objectives were used to determine the relationship between variables in this
study. The chisquare test asconducted on all variables, more specifically becatigetesting

relationships for this study.

Therefore, in this study, a cbBguare test was used to compute the conjoint distribution that would

be expected if thereasno relationship between vabies.

4.4.1.6 Correlations

Described by Saunders, Lewis and Thornhill (2003:475, 2012) as a statistical technique,
correlation can show whether, and how strongly, pairs of variables are related. This means that +1

and-1 represent the strength of the relationship between two ramlcqantifiable variables.

Therefore, in this study, correlation was usedatwlysethe type of business and factors
influencing the survival and growth rural SMEs, with specific reference to KZN.

4.4.1.7 Inferential statistics analysis

Inferential satisticsis described by Keller (2009) as a process of forecasting or approximating
based on the sample data of a populatibmich was also used in this study. It is a method that
allows the inference of statistical data from the sample to the rest qfothdation. For this
purpose,inferential testsare used to assess whether the means of two groups of variables are
statistically different from each other (Trochim, 2000). Its formula is a ratio, whereby the top part
is the mathematical difference betwebr two sets of means and the bottom is a measure of the
variability or dispersion of the scores. This form of analysis enables evaluation of the difference

between the mean scores of two groups, relative to the spread or variability of their scores.

4.4.1.8 MannWhitney U Test

According to Zimmerman (1987:171174), the ManaNhitney U test is a namarametric
equivalent of the-test. Noiiparametric tests are used when a variable does not follow a normal
bell-shaped distribution. The Z value is the t&sttistic of the MamWhitney, while the pvalue
indicates whether differences are significant or not. A value for p less than 0.05 indicates a

significant difference at the 95 percent level.
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The mentioned test was conducted for this study becauses ofatiure of available data, with
factors influencing the survival and growth of rural SMEs in KZN. The comparison of question 2
(Q2) and question 5 (Q5) was done to determine those factors that are most influential for the

survival and growth of rural SMEs

4.5 VALIDITY AND RELIABILITY

According to Andres (2012:115), validity, goodness, trustworthiness, and soundness are words
used to describe the worth or Otruth wvalue
perspective, information collected tlugh one or more survey modes is valid or trustworthy to the
extent that it: (1) produces information that answers the research questions posed by the
researcher; (2) accurately describes the sample or population at hand; and, if appropriate, (3) car
be exended to individuals beyond the participants of the study. In addition, Andres (2012) refers
to reliability as the extent to which the findings of the study can be replicated. Reliability also
means the extent to which a study can be replicated with sisdlmples and in similar
conditions, to produce similar results. Since the social world is messy, exact replication of the
results of a survey research project is highly unlikely. Nonetheless, if similar trends in the findings

can be determined, the meassiand methods employed can be considered to be reliable

Alasuutari, Bickman and Brannen (2009:276) postulate that reliability refers to the accuracy or
precision of a measurement instrument. In other words, scores must be reliable before they can be
valid. Important to note is that tests themselves are not reliable, yet the resulting scores are. A
given test may yield highly reliable scores in some circumstances but not in others. Responsible
reporting of test results should always include the religbédtimate, in order to reflect the

impact of samplepecific characteristics on score reliability.

To enhance the reliability of the findings, the sample was appropriate for this study, with 150
respondents. Santo (1999:1) stresses that reliability ctortee forefront when variables that are
developed from summated scales are used as predictor components in objective models. An
assembly of interconnected items, designed to measure underlying constructs, make up summate:
scales, which means it is vempportant to know whether the same set of items would obtain the

S ame responses, shoul d t he -adammeni giesedong ¢
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respondents. Variables derived from test instruments are declared to be reliable, only when stable

and relable responses are provided, over a repeated administration of the test.

Cronbachodés alpha is an i mportant measure of
set of items (or variables) measures a singlesdimensional, latent construct. &r onbac h 6

alpha level of 0.7 was used for this study.

The length of the questionnaire was considered; a long questionnaire could result in people being

reluctant to take part in the study.

Validity: To test the validity of this study, a ptest, with five entrepreneurs from each of the
selected areas, was carried out. Since a long questionnaire could result in people being reluctant t

take part in the study, the length of the questionnaire wasatsidered.

In order to establish validity, the following questions regarding the study were asked:

A Does the research actually assess the entrepreneurial economic conditions, institutional,
financial and infrastructural, socialltural environment, ergpreneurial characteristics and
innovation capabilities/activities and their development in rural and wdeleioped areas in
SA?

A Do the research measuring instruments agree with the research objectives?

4.5.1. Examples of objectives matched with questioaire statements (italic are objectives,
while question statements are not)Every objective was matched with the questions intended
to be addressed by the said objective, as follows:

Aspects of business characteristics in rural places:

Most employeesvithin the business are unskilled;

The business operations are run by using modern facilities;

Most of our business investment strategies are hindered by a lack of finance;

The local market is very small to sell our businesses praducts

Entrepreneurial chracteristics that impact on business survival and growth in rural areas:
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| am able to achieve set goals;

| have the drive to meet business growth requirements;

| am willing to invest money in a project whose risk | have calculated;
| have the capacity teespond positively in uncertain situations;
Growing a business requires me to be results oriented;

To meet growth means, | have to adopt business strategies to the changing business environment.

4.5.2 Exampleof questionnaire

Below is an extract of the questionnaire to show how the variables to be tested were transformed
into the questions.

5. Please indicate your response to the following statements, with regard to the factors that
influence rural entrepreneurial growth.

5b. Sicela uveze izimpendulo kulezi zitatimende ezimayelana nezimo ezinganomthelela
ekukhuleni kwamabhizinisi asemaphandleni.

Uzofunda isitatimende bese uyakhetha phakathi kwezinimbolo 1 kwya ku

Statement Strongly Agree Neutral Disagree Strongly
Agree Disagree
1 2 3 4 5
ISITATIMENDE Ngiyavume | Ngiyavum | Ngiphakat | Ngiyaphika | Ngiyaphik
lana elana hi a
nendawo Kakhulu
Kakhulu
1 2 3 4 5

5a. The following are the aspects ©
business characteristics in rural places:
S5a.

eziveza amabhizinisi asemaphandleni

Loku okulandelayo kuyizintwana

Most employees within the business |

unskilled

Abasebenzi abaningi abanawo amakhi

okwenza umsebenzi

The business operations are run by us

modern facilities

Ibhizinisi

lighutshwa  ngokusebenzif
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izinsiza zesimanjemanje

Most of our business investment strateg

are hindered by a lack of finance

Izindlela eziningi zokonga imali zivinjw;

ukungabi namali

The local market is very small to sell o

businessd products

Esibadayiselayo bancane kakhulu ukudaj

kubo umkhigizo wethu

Business operations are largely affected

poor infrastructure

Ukughubeka kwebhizinisi  kukhubazv

izinggalasizinda ezingekho esimweni

5b. The following are entrepreneurial
characteristics that have an impact on busines;
survival and growth in rural areas.

5b. Loku kulandelayo izimpawu zebhizinisi
ezinomthelela ekusimameni nasekukhulen
kwebhizinisi

| am able to achieve set goals

Ngiyakwazi ukufeza izinjongo ezibekiwe

| have the drive to meet business groy

requirements

Nginomdlandla wokufeza okudingeka)

ekukhuliseni ibhizinisi

| am willing to invest money ira project

whose risk | have calculated

Ngizimisele ukulondoloza imali kwiproje(
engisuke sengiyibhekile ingcuphe Kan

namathuba okungaphumeleli

| have the capacity to respond positively

uncertain situations

Ngiyakwazi ukubona isasasabhizinisini

ezimweni ezishubile
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Growing a business requires me to

results oriented

Ukukhula kudinga ukuba ngithokozisy

umphumela wobhizinisi eliyaphambili

To meet growth means | have to adi
business strategies to the changouginess

environment

Ukuze likhule ibhizinisi kumele ngithathg
ngizisondelanise nezindlela ezihambisg

nesimo esishintshayo ezweni lamabhizini

4.5.3 Administration of the research instrument

Previous authors, such as Kinnear and Tafd082: 322), describe a research questionnaire as a
critical component of the research project, in that a poorly designed questionnaire can be a major
source of error in the research results. Therefore, it is cl@arthis point that, the questionnaire
made it easy for the researcher to access information from the respondents, taking into account the
effect of the wording and sequence of quest:]i
study used a questionnaire as the research instrument pacaindata collection. As mentioned

by Welman and Kruger, 2010), the personally administered questionnaire has several advantages
including that the interviewer is able to explain any questions that the interviewee does not
understand. It also enablédgetinterviewer to make a visual check whether the interviewee fits the
sample population, while allowing more time for the use of a detailed questionnaire. In this study,
guestions develop a geographical and demographic profile of the respondents améheeter
factors influencing survival and growth of rural SMEs, in order to identify and examine the
elements characterising a proposed growth model for rural SMEs. The questionnaire, in addition,
established the economic level of SMEs and their contributmnthe social economic
development in rural areas of KZN.

The covering letter included an introduction explaining the reason for the research as well as the
approximatetime to complete the questionnaire. Respondents were informed of the title of the
study, i.e, Determinants of survival and growth of rural small and medium enterprises in

KwaZului Natal: a growth model perspective total of 150 questionnaires were distributed to the
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respondents, from which empirical datasicollected by means of questioimes. Data \as
collected at the business sites of the respondents. The interviews were conducted in the Harding
(uMuziwabantu); Ixopo (ubuhlebeswe); Underberg (Sisonke); Zingolweni and uMzimkhulu areas.
A Rural Study Report (1999) highlights that KZN haghh numbers of rural dwellers.
Furthermore, a Statistics South Africa Report (2001) indicates that the KZN province has 21% of
South Africabs popul ation, of which four pei
percent live in the rural areaBhe reason for selecting these places was that these are rural areas
have relatively large populations in KZN. Therefore, the interviewers were able to find more

SMEs in these areas.

Questionnaires were distributed at the same time, in order to siemadéhe conditions under
which the questionnaires were completed; local people from selected areas were recruited to assis
and were trained and briefed on the topic. The interviews were conducted in the selected areas o
Harding (uMuziwabantu); Ixopo Buhlebewe); Underberg (Sisonke); Zingolweni and
uMzimkhulu to standardise the results of research outcomes. The interviews were conducted from
1 May up to 27 July 2015 during week days and at weekends. To improve and increase the
respondent smswerathel questiognairé, e nuanber of instructions were provided
throughout the questionnaire and the interviewer was at hand to explain any parts of the
guestionnaire that respondents did not understand. The instructions were exactly the same on al
the guestionnaires. To prevent inconsistency in coding, all questionnaires weceda@ and

checked by a professional statistical analyst.

4.5.4 Measurement hias

According to Kervin (1999, in Saunders, Lewis and Thornhill, 2009: 277), measurement bias can
occur for two reasa

1 Deliberate or intentional distortion of ddtahis occurs when data recorded inaccurately
on purpose, and is most common for secondary data sources such as organisational.

1 Changes in the way dats collected. This occurs when tdathat ha been collected to
further a particular @use or the interests of a particular group are mordyliko be
suspected as the purpose of the study beato reach a predetermined conclusion (1994,
in Saunders, Lewis and Thornhill, 2009: 277). #os study, questionnaires distributed to
the respondents were written in both English and isiZulu to make sure that respondents
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understand questions properly without relying on the researcher or research assistant for
interpretation. A Spoint Likert scaé for questionnaires as employed in order to avoid
summarising what the respondents said. Furtherrtioees Likert scale questionnaire
provided a neutral point and ave abalancé choice for the respondents. The question
wording, question type and desigs well as survey structure were done and properly
edited prior to data collection. This study employed the right data analgpdsticsl
technique in order to make sure that data biaslde avoided.

4.6 CONCLUSION

This chapterprovided an overview of the quantitative research methodology adopted for this
study. The identified variables in the literature review were used as a source of information to
formulate the questionnaire in order to investigate the various factors afféotirsurvival and
growth of rural SMEs. Variables, found to be significant in the survival and growth, were used to
develop a growth model for rural SMEBhe proposed statistical tests involving descriptive and
inferential statistics that were utilisedrfthe data analysis were presented and discussed. The

following chapter presents analyses and discusses the empirical findings of this study
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CHAPTER 5: PRESENTATION OF RESULTS

5.1 INTRODUCTION

The primary purpose of this chapter is to outlameomprehensive analysis of the findings and
interpretation othe findings of theempirical research conducted.el'main aim of this studyas

to providea broad understanding of various factors affecting survival and growth of South
African SMEs,with specific reference to rur&lZN. The secondary objectives were set to cover
important aspects that might influence the survival and growth of SMEs in rural areas. The scope
of the objectives include aspscof business characteristics, entrepreneurial characteristics,
personal attitudes of rural entrepreneurs, rural EO growth, environmental dynamics (external and
internal environmental factors), institutional barriers, financial barriers, social bamisad,
entrepreneurial resources and network resources. The analysis was based on quantitative
guestionnaires only and was done using SPSS (23.0). A comprehensive literature review was
undertaken and used as the source of information for the questiormalentify variables that

can be tested.

An analysis was done on the descriptive statistics in the form of frequencies, while bivariate
analysis was done in the form of @guare tests. Descriptive statistics, which are frequencies and
percentages, givan initial broad overview of the results and are presented by bar charts. Chi

square tests were employed to indicate an exact analysis of each objective.

This chapter discusses details of each of theofydctives identified and is divided into sub
topics. Each topic includes the analysis and results. To clarify the findings information is

presented mainly in the form of graphs.

5.2 RELIABILITY TEST USI NG CRONBACHGS ALPHA

In this study, reliability tegdg wasdonet hr ough t he wuse 0d0. Pi€ersem b ac
and Mar ee, (i n Maree, 2007:216) indicate tha
acceptableThis emphasis is maintained by Islam, Khan, Obaidullah and Alam (2011:289) that
the Cronbach6és Al ptamacosisteacy and also g meéabuees thencoefficient
that reflects how well items in a set are positively correlated to one andtiesr.state that a
Cronbachdéds Al pha measurements that are | es

N
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however, those in th@ 7 range are considered acceptable, and those over 0.8 are considered good;
the closer the reliability coefficient gets to 1.0, the bettdf. vAriables identified fromthe
literature reviewwere included in the research questionna@ed then testedyith regard to
determinantsnfluencingthe survival and growttof SMEsin ruralK Z N . Cronbachos
found to range between 0.634 and 0.914. The data collected for this research was considered to b
internally stable and consistent. A detailed analysith regard to this is shown in Table

51. Vari ables from each objective were anal ys
the questionnaireAppendix9).

Table 5.1:Cr o n b a c h @lability tkegt h a

Questions| Statement Cronbac
Alpha

5a The aspects of business characteristics in rural places .634

Sb Entrepreneurial characteristics that have an impact on bug .839

survival and growth in rural areas

5c Measures of personal attitudes of rural entrepreneurs .859

5d Aspects contribumg towards rural entrepreneurial orientati 791
growth of business

5e External environmental factors are barriéigadering business .886
growth
5f Internal environmental factors anexderingbusiness growth .895
5g Institutional barrierdiinderingbusiness growth .857
5h Financial barriers hindering business growth 914
5i Social barrierdiinderingbusiness growth .907
5j Aspects which are indicators of rural entrepreneurial resourc .884
5k Aspects ohetwork resources for business in ruaegas .881

A reliability analyss was doneon all questionsfollowing a 5-point Likert scalequestionnaire,

where questions were categorized according to research themes. The other gusdticing
guestion 1 to Awere less critical and did not want further interitem correlation However,

they were included in other statistical tools which were also applied to this study and the analysis
is hown in the following sections. The results reveal thatispects of business characteristics in

rural dacesare not very reliable at .0634 on the Cronbach scale compared to other variables.
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However,the reliability for the dimension djusiness characteristics was improved by excluding

items al and a2 as reflected below. The iteflectedin the tablebelowwere used to defindne

dimension obusiness characteristics

Reliability
Reliability Statistics
Cronbach's Alpha| N of Items
.675 3
Item-Total Statistics

Scale Mean if Ilten] Scale Variance if| Corrected Item | Cronbach's Alpha

Deleted Item Deleted Total Correlation if Item Deleted
a3 Hindered 7.22 3.157 .522 .542
a4 Local 7.50 2.982 464 .613
a5 Infrastructure 7.43 2.930 482 .589

Cronbachés alpha i mproves from O.

business characteristics in rural pladestailed discussions ofi¢se results are presented in the

following paragraph of this study.

5.3 ANALYSIS PER RESEARCH OBJECTIVE

The analyss includea frequencyanalysis, a Pearson correlation, the Krudkallis test,and

Spearman's rhtestas indicated in the followingection. The discussion of thesudywas based
on the survey questiodsesearclobjectives that included discussionaif performed statistical
analyses. Questions were discussed per objective and not repeated in other objEhtvessults

are alsqresented in the tables and figures per objective.

5.3.1 Location of the respondents

634

calculation. Items a3, ahdab together are more relevant in explaining the dimension relating to

6

According to Siemens (2012:165), rural small business owners face challenges that are not

generally present in urban locat®ihis means that these owners and their small businesses face
challenges that are oftemique to the ruraetting. The following are the presentation numbers of

rural SME® owners/managers operating time rural southern region of KwaZuitNatal In this



study, it was necessary to analyse whether rural SMEs are widespread in South Africa, and more
specifically in the southern region of KwaZzthiat al 6 s rur al areas.

In Harding (uMuziwabantu), the number of respondents was 34 (27 percent); respondents drawn
from Ixopo (Ubuhlebezwe) numbedt 16 (13 percent); Underberg (Sisonke) respondents
numbeed 19 (15 percent), and Zingolweni 24 (19 percent), with the number of respondents

selected from Umzimkhulu totalling 34 (27percent) (Figure 5.1).

Figure 5.1: Location of the respondents
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A correlation analysisf the results was performexh the location of the business. The Pearson
correlation results for the location of the business indicate(¥fat.113 df= 157232 P = 206)

for this variable.These results indicate that there is not a stemghasison the location of the
business and its survival and growth. This means that the survival and growth of the business does
not necessarily depend on the geographic location of the business lutrrtigétt be other
contributing factors. Therefore, the hypothesis on this variable is rejected. This indicated that the
observed findings were significantly different from expected frequencies with regard to this
variable. In other words, this result waatstically significant and was not due to chance. The

scientific statistically analysis for this variable is presentddppendix 5 and Appendix 6). .

5.3.2 Type of business in which respondents are involved

According to Robinson (2002), due teetfact that rural businesses may be smaller than those in
urban locations, they have limited local market size. As a result, rural business owners/managers

face constraints on revenue, profit and unemployment levels, as well atetongnterprise

sustanability.
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The findings indicateéhat respondents are widespread across indusiiesconstructiorsector
had15 (18 percent) anthewholesale, trade, commercial agents and allied sersmeterhad20

(24 percent) otherespondents, respectivellyigure 5.2).

Figure 5.2: Types of business in which respondents are operating
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A correlation analysisvas performed on the type of business. The Pearson correlation results
indicate that(X?= 435, df= 2.64341; P = .0Q0for this variable The question was based on the

null hypothesis of uniformity of expected response to the question. The results show that the type
of the business has a significant influence on the survival and growth of a business in the rural
KZN. This means that thereeasome types of businesses which can survive and grow in rural
areas of KwaZultNatal such as the construction sector, wholesale, trading, commercial agents
and services sectors as well as catering, accommodation and other trades. Therefore, the
hypothesison this variable is accepted. The scientific statistical analysis for this variable is
presented in (Appendix 5 and Appendix

5.3.3How respondents own their business

Literature indicates that most of SMigsvners/managers work as jackall trade individuals fc
their success (Carson, Cromie and Hill, 199B)e majority of respondents totalling0 (55
percent)of rural SMEs in the sample are managegfrthe business and sole owners, followe:
partnershps at 41 (32percent), whileonlyl6 (13 percent)are manages of businesses that ¢
jointly owned (Figure 5.3).
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Figure 5.3: How respondents own their business
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A correlation analysis of the resulgas performed on the ownership of the businesBks.

guestion was based on the null hypothesis of uniformity of expected responses to guésion
Pearson results indicate tht = .038 df=.64290; P = .660for this variable This result shows

that this variable has no significant impact on thevisal and growth of businesses in rural areas

of KwaZulu-Natal. This means the survival and growth of SMEs in rural KZN does rely on
ownership patterns. Therefore, the hypothesis on this variable is rejected. The observed findings

were significantly diféerent from expected frequencid$e scientific statistical analysis for this

variableis presented in (Appendi&and Appendid).
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5.3.4 Number of years of existencef the business

Neieman (1999, in Neman andNieuwenhuizen, 200895) indicate that the largest percentage
small businesses fail during the first two years of their existence due to cash flow grtizde
arise. The results of this study are shown in the following &bland figure5.4.

The esultsshow thathe sample ha§l8 or 14percent) obusinesses that have been establishe
more than 10 yearanda large number (39 or 3fercent)of businesses that have been in exist
for more than one but less than three yeldisveer, theras a good spread of 35 (2f&rcent) 12
(9 percent) and 18 (Jgercent)of newer and older SMEgigure 5.4).

Figure 5.4: Number of years of existence of the business
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A correlation analysisf the resultsvas performedn the number of years the businesses have
been in existenceThe question was based on the null hypothesis of uniformity of expected
responses to questioriThe Pearson correlatioresultsshow that(X? = .061; df= 1.27311; P =

4906 for this variable.These results show that this variable has no significant influence on the
survival and growth of SMEs in rural KZN. According to this analysis the number of years of
existence does not justify survival and growth of SMEs in the rural areas of KZN. Thetbeéore
hypothesis on this variable is rejected. The observed findings were significantly different from
expected frequencies. The scientific statistazalysis for this variables presented irfAppendix

5 and Appendix 6).

97



The above analyses of quessdh 2, 3, and 4 were donveith the purpose oérsuiing that the
survey was conduetl with the correct respondents. It was done to obtain the following
information:

Question 1: was used to determine the location of the business;

Question 2: was used to danine the type of business;

Question 3: was used to determine whether the business is single or jointly owned; and

Question 4: was used to determine the number
5.4 PROFILE RURAL SMES

It was found that different tygeof businesses were widespread in rural aretdseabuthernKZN
province.The majority of rural SMEs in KZN are managed by owners andgaened followed
by a considerable number of partnershifi has been found thatlarge number of SMEs still in

operation have been operating for betwek years and-5 years
5.5 OBJECTIVE 1: ASPECTS OF BUSINESS CHARACTERISTICS IN RURAL PLACES

This section discussdahe findings with regard téhe above objective based on the following
statemerdgfrom the man questionnaire

1 Most employees within the business are unskilled

1 The business operations are run by using modern fagilities

1 Most of our business investment strategies are hindered by a lack of fiaad¢ce

1

The local market o r r u r productSsMdEyssidall.

5.4.1 Aspects of business characteristics in rural places
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Al-Hyani (2013:1) indietes thatthe most common constraint hindering SME growth and su
is a lack of qualified human resources. Gandhi dMwhan (2014:36) echo the sentimerthai
illiteracy is a seriougproblem facing South African rural entrepreneumsthis study, an analy:
was done with regard to business skills of rural SMEs to see if this remains a problem
SMEs, with specific reference to KZN (Figure 5.5). 8®n the data analysis, the majorit
respondents (30 or 24 percent), across industries, strongly agreed and 52 (41 percent) a
the statement. There were also 19 (15 percent) of the respondents who were not sure wt
agreed with the stament, while very few of the respondents, 20 (16 percent) disagreed
(five percent) strongly disagreed. Based on the statement, it is clear that a lack of skill

impact on the survival and growth of rural SMEs in KZN.

Figure 55: Unskilled respondents
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A correlation analysisvas performed to determine whether rural entrepreneurship is characterised
by unskilled labour. The question was based on the null hypothesis of uniformity of expected
responses to questions. The Pearsorelaiion results indicate thé&* = .266; df= 1.14644; P =

.003) for this variable.The results show that this variable has a strong positive impact on the
survival and growth of SMEs in rural areas. Therefore, the hypothesis on this variable is accepted.
This means that business related skills play a critical role in the survival and growth of SMEs in
rural KZN. Furthermore, it can also be interpreted that SMEs in rural KZN have a shortage of

required business skills in order to survive and grow. Theradddindings were significantly
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different from expected frequencies. In other words, this result was statistically significant and
was not due to chance.The scientific statistical analysis for this variabte presented in

(Appendix 5 and Appendix 6).

54.2 The use of modern facilities

According to Ngorora and Mago (2013), rural entrepreneurship is faced with the challemge of
lack of equipmentUn Nabi and Dornberger (2013:16) maintain that technological capability is
widely known as a strategg our ce of growth and wealth at
Figure 5.6 illustrates the analysis of the results regarding the use of modern facilities in rural
SMEs.

The findings show thanost respodents, 26 (21 percent) and 58 (@é&rcent)strongly agreeand
agreewith the statement thanodern facilities are used in their businesses. However, 20 (16
percent) of the respondents remained neutral to the statement. The number of respondents wht
indicated that modern facilities are not used in thesiresses were 18 (14 percent) and five (four
percent), respectively disagreeing and strongly disagreeing.

Figure 5.6: Useof modern facilities
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A correlation analysis of the results was performed to deterihimedern facilities ardeing
used in theibusinessesThe question was based on the null hypothesis of uniformity of expected
responses to quest®nThe Pearson correlation analysissults shows that(X? = .266;, df=
1.08033 P = .0@) for this variableThese results indicate thatodern facilities are usday rural
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SMEs owners/managers and do have a significant impact on the survival and growth of the
business.Therefore,the hypothesis on this variable is accepted. The observed findings were
significantly different from expectettequencies. In other words, this result was statistically
significant and was not due to chance. The scientific statistical analysis for this vasiable
presented ifAppendix 5 and Appendix 6).

5.4.3 Factors hindering investment strategies

Fakoti andAsah (2011:170) state than South Africa, the limiting factor for SME survival and
growthis perceived to béhe noravailability of debt financingZhou and De Wit (2009) support
the claim that financial capital is crucial to firm growth.

A large proprtion of the respondents, 32 (25 percent) and 60 (47 percent) strongly agr
agreed, respectively, with the statement that most of their business investment strat
hindered by a lack of finance. While 23 (18 percent) of respondents weral neeity few of th
respondents, nine (seven percent) and three (two percent) disagreed and strongly
respectively with the statement (Figure 5.7).

Figure 5.7: Factors hindering investment strategies
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A correlation analysis was performed to determifesther lack of financial support hindered
survival and growth of rural SMEShe question was based on the null hypothesis of uniformity
of expected responses to questiofhe Pearson correlation analysésults revealed thgX? =
444 dfi= .95721 P = .0®) for this variable. This means that a lack of financial support has a

significant impact on the survival and growth of SMEs in rural KwaAldétal. Therefore, the
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hypothesis on this variable is accabtdhe observed findings were significantly different from
expected frequencies. In other words, this result was statistically significant and was not due to
chance The scientific statistical analysis for this variable is presente(Appendix 5 and
Appendix 6).

54.4 Size of the local market

Khan and Siddigi (2004:34) indicate that market sizeas beeriound to beanimportant factor
affecting a firmbés growt h.

The majority of the respondents, 22 (17 percent) and 57 (45 percent) strongly agregeeadd a
respectively, with the statement that the local market is too small to sell the products of their
businesses in the local market because of its limited size. From this statement, it is clear that
respondents find it very difficult to sell their proxts in the local market. 27 (21 percent), of the
respondents were neutral, while 14 (11 percent) and seven (six percent) disagreed and strongly
disagreed, respectively with the statement (Figure 5.8).

Figure 5.8 Size of the local market

60

50

40

30 m Frequency

57
45
27

22 21 m Percentage

20 - 17
14
11

N -__—Li
0 i T T T

Strongly Agree Neutral  Disagree Strongly
agree disagree

A correlationanalysisof the resultsvas performed to determinghether the small size of the
local market has an impact on the survival and growth of rural SWesquestion was based on

the null hypothesis of uniformity of expected responses to quesilibe Pearsn analysigesults

show that(X? = .406 df= 1.07290 P = .0®) for this variable This result shows that the size of

the market in rural areas has a significant influence on the survival and growth of SMEs in rural

KZN. Therefore, the hypothesis on thiariable is accepted. Thebserved findings were
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significantly different from expected frequencies. In other words, this result was statistically
significant and was not due to chandehe scientific statistical analysis for this variable is

presented ifAppendix 5 and Appendix 6).

54.5 Condition of infrastructure

It has been noticed th#te condition of irfradructure can also present challenges for the oaner
Standard business infrastture, including transportation networks, telecommunicatiorsynet
and banks, plus social infrastructure such as sshaotl healthcare, may be limited, des
developed or noexistent compared with urbamfrastructurgLabrianidis, 2006)

The majority of the responden8 (22 percent) and2 (41 percent)strorgly agreed anégreed
with the statement thatoor infrastructure impacts rural SMEs in KZWhile 25 (20 percent) of
therespondents remaad neutral 18 (14 percent) andour (threepercent)stronglydisagred and
agreed, respectively,ith the statemer(fFigure 59).

Figure 5.9: Condition of infrastructure
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A correlation analysis of the resultgas performed on the conditions of infrastructufée
guestion was based on the null hypothesis of uniformity of expected responses to sjudstion
Pearsoranalysis resultshowthat ()¢ = 543 df= 1.072%; P = .000)for this variable.These

results indicate that the conditions of poor infrastructure in rural KZN haigndicanteffect on
survival and growth of SMEs operating there. Therefore, the hygethvdth regard to this
variable is acceptedThe observed findings were significantly different from expected
frequencies. In other words, this result was statistically significant and was not due to chance. The

scientific statistical analysis for thisnableis presented iffAppendix 5 and Appendix 6).
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5.4.6. Summary/ Conclusion to Cbjective 1

Statistically he studyestablisheshat most employees within rural SMEs are unskjllealvever,
the majority ofrespondents use modern facilitiexcluding technology. Lack of access to finance
wasfound to bethe main obstacle for rural SMBsunival and growth in KZN. The size dife
local marketwas confirmedas another factor affecting rural SM&survival and growth in the

area, as well as poinfrastructure.

5.5. OBJECTIVE 2: ENTREPRENEURIAL CHARACTERISTICS IMPACT ING ON
BUSINESS SURVIVAL AND GROWTH

This section discussed the findings with regardhabove objectivebased on the following
statemergfrom the main questionnaire:

1 [lamable to achieve set goals

1 I have the drive to meet business growth requirements

1 1'am willing to invest money in a project whose risk | have calcujated

1 I have the capacity to respond positively in uncertain situgtions

1 Growing a business requires me torksults orientecand

1 To meet growth means | have to adopt business strategies to the changing business

environment
5.5.1 Attitude towards achieving set goals

Joselyn (2012:73) suggests that only a small fraction of SMEs are successful in achieving
exceptional performance and sustainable growth. According to Baron and Chakraborty (2013: 82),
EO to rural development of SMEs accepts entrepreneurship as the ¢ertdeabf economic
growth.

A large number of respondents, at 29 (23 percent) and 65 (51 percent) agreed and strongly agree
with the statement thaleir intention is to achieve goals they have set for survival and grdwth

their businesse§wenty (16 percent)of the respondents wereutralto the statemeniyith only

nine (seven percent) andfour (three percent) of the respondentsdisagreeing and strongly

disagreeing, respectively (Figure 5.10).
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Figure 5.1Q Attitude towards achieving set goals
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A correlation analysis of the resultsas performed to determinetfh e i nt enti on of
owners/managers to achieve set goals influences survival and growth of buBheesgsiestion

was based on the null hypothesis of uniformity of expemegonses to questi®nThe Pearson
analysisresultsshows tha{X? = 228 df= .78664 P = .0®) for this variable These results mean
that the i ntention of SMEs® o signicansimpachondhg er s
survival and growth of Wsiness. Therefore, the hypothesis in this variable is acceplad.
observed findings were significantly different from expected frequencies. In other words, this
result was statistically significant and was not due to chance. The scientific statiséibais for

this variablas presented iffAppendix 5 and Appendix 6).
5.5.2 Drive to meet business growth requirements

Sabena (2012:23) believes that rural entrepr
More thanhalf of the respondents, 314(%ercent) and 75 (5Ppercent)strongly agreedand
agreed, respectively, withe statement that rural entrepreneurs do bavdrive to meebusiness
growth requirements. A limited number of 14 {@drcentyespondents wengot sure whether they
agreel with the statement, while only six (fiyeercent) of the respondents disagreath the
statementFigure5.11).

Figure 5.11 Drive to meet business growth requirements
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A correlation analysis of the resultwas performedto determine whether rural SME
owner s/ managersd drive has an i mp acTheguestion he
was based on the null hypothesis of uniformity of expected responses to guestion

The Pearson analysis results show thét= 442 df= 1.05439; P = .a0) for this variable.
According to these results rural Bph& orothener s
survival and growth of their businesBherefore, the hypothesis with regard to this variable is
accepted. The observed findings were significanifigint from expected frequencies. In other
words, this result was statistically significant and was not due to chance. The scientific statistical

analysis for this variables presented iiAppendix 5 and Appendix 6).

5.5. 3 Respondents willingness to invest money in businesses

Access to financassistsall firms to grow and prosper (Bwisa and Ngugi, 20)&nd Beck,
Kunt and Maksimoic (2008995) substantiat¢his view, in their findinghat firms with greate
access toapital are more able to exploit growth and investment opportunities.

The findings show that a large number of respondents, 34 (27 percent) and 55 (43
strongly agreed and agreed with the statement that respondents are willing to invest the
after they have properly calculated the risks. However, there are a considerable nt
respondents, a total of 22 (17 percent), who were neutral to the statement, with v
respondents, 11 (9 percent) and 5 (4 percent) who disagreed and streaglgelil, respective

with the statement (Figure 5.12).

Figure 5.12 Willingness to invest money
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A correlation analysis of the results was performed to deteninthe willingness of rural SME
owners/managers to invest money has an influence osutivezal and growth of the business.
The question was based on the null hypothesis of uniformity of expected responses tosquestion
The Pearson correlation analysissultsshow that(X? = .365 df= .84914 P = .0@) for this
variable. The results indicat thatthe the willingness of rural SME owners/managers to invest
money hasa significart influence on the survival and growth of the businddserefore, the
hypothesis with regard to this variable is accepted. The observed findings were significantly
different from expected frequencies. In other words, this result was statistically significant and
was not due to chance. The scientific statistical analysis for this vaisgisksented ifAppendix

5 and Appendix 6).

5.5.4 Capacity to respondpositively in uncertain situations

Dragni | )(ndicatesithatiblisthess environmental uncertainties influence the survival and
growth of the business. These include the level of customers and the economic situation.

A general feeling among tharaplewasthat they do havéhe capacity to respontb uncertain
situations, with 2@L8 percent) and 3 (56 percent) of respondenssrongly agreeing and agreeing,
respectivelywith the statementA very small percentageaseither neutrgl21 (17 percent) or
disagred, 10(8 percent)with the statemer(Figure 513).
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Figure 5.13:Capacity to respond to uncertain situations

70

60

50
40

m Frequency Percentage

30 T3

20 -

10

Strongly Agree Neutral Disagree Strongly
agree disagree

A correlation analysis of the results was performed to determmeiit a | SME owner s
capacity to deal with the uncertainty in the environment has an influence on the survival and
growth of their businesse3he question was based on the null hypothesis of uniformity of
expected responses to quessiohhe Pearsn correlation analysisesultsindicate tha{(X? =.446

df= .83788 P = .0@) for this variable.These results show thatu r a | SME owner s
capacity to deal with uncertainity theenvironment haasignificart influence on the survival and
growth of their businesse3herefore, the hypothesis of this variable is accepiBue observed
findings were significantly different from expected frequencies. In other words, this result was
statistically significant and was not due to chance. The scieriétistical analysis for this

variableis presented iffAppendix 5 and Appendix 6).
5.5.50riented requirements for business growth

Business owners of smal l er c o By dua toghem loking e c t
closely involved in mostspects of operating the business (Covin and Slevin, 1989).

The findings show that 41 (32 percent) and(58 percent) of respondensirongly agreel and
agreed, respectivelyyith the statement that they havelte result oriented. However, 11 (ni
percent)were neutral towards the statement, déind (four percent) disagreewith the statemen

(Figure 5.14).
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Figure 5.14 Orientation to business growth
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A correlation analysis of the results was performed to determine r ur al SME owne:
EO has an influence on the survival and growth of their busimégsquestion was based on the

null hypothesis of uniformity of expected responses to questidgie Pearson correlation analysis
resultsindicate tha(X? = .392; df=.8929Q P = 000) for this variable These results indicate that

rur al SME o wE@ habasigndicard igfleence @n the survival and growth of ithe
business Therefore, the hypothesis on this variable is accepfHue observed findingsvere
significantly different from expected frequencies. In other words, this result was statistically
significant and was not due to chance. The scientific statistical analysis for this vasiable

presented ifAppendix 5 and Appendix 6).

5.5.6. Respondats on the adoption of business strategies to meet growth

New technology becomes a main driver for innovation edce successful innovation leads to
sustainable business growth (Klongpayabal and Thawesaengskulthgi, Plod#efore, there is a
need fo SMEs to acquire new knowledge or new technology, in order to create competitive
advantages from innovation.

The majority of the respondents, 42 (33 percent) and39percent)strongly agreed al

agreed, respectively, with the statemtinatt they do adat business strategies to meet grc

(Figure 5.15).
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Figure 5.15 Adoption of business strategies to meet growth
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A correlation analysis of the results was performed to deteriinthe adoption rate of business
strategies by rural SMEs to a changimgsiness environment has an influence on the survival and
growth of the busines3.he question was based on the null hypothesis of uniformity of expected
responses to questi®nThe Pearson correlation analysissultsindicate that(X?> = 500, do=
1.15383 P = 000) for this variable The results show that ttaeloption rate of business strategies

by rural SMEs to a changing business environmengalsignificart influence on the survival and
growth of the business. Therefore, the hypothesis with regatiistorariable is accepted. The
observed findings were significantly different from expected frequencies. In other words, this
result was statistically significant and was not due to chance. The scientific statistical analysis for

this variablas presentedn (Appendix 5 and Appendix 6).

5.5.7 Summary/Conclusion to (bjective 2

It was found that most of the respondents are able to achieve their set goals for survival and
growth in rural KZN. They havehe drive to meet business guth requirements, they are

business oriented and willing to grow and they also hheeapacity to respond to uncertain

situations by aapting to new growth strategies.
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5.6 OBJECTIVE 3: MEASURES OF PERSONAL ATTITUDES OF RURAL
ENTREPRENEURS

This sectiondiscussed the findings with regard to the above objective, based on the following
statements from the main questionnaire

1 I spend most of my time on business administration

1 Most of my time is spent on personal contacts to maintain a relationship wstingxi
customers
A large amount of my time is spent on developing sales strategies to secure more profits
Increasing sales is very important for business survival and growth
| started my business to enhance my social status

The business was started mgito make money for my famijyand

= =2 4 A4 -

| started the business because | want to create jobs for local communities in.my area

5.6.1 Respondents spend most of their time on business administration

Gatukui and Katuse (2014) state that weaknesses in innovatitack of financial acumen,
marketing, entrepreneurial flair, practical planning and management knowledge, as well as human
resource managememesult in many small firms not redoly their full potential and faihg to

grow.

The majority ofrespondents, 25 (20 percent) and 50 (39 percent) strongly agreed and agreed,
respectively, that they spend most of their time in a business administration role. While 21 (17
percent) of the respondents were neutral to the statement, 25 (20 percent)(avel gercent) of

the respondents strongly disagreed and disagreed, respectively, with the statement (Figure 5.16).
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Figure 5.16: Time spendon business administration
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A correlation analysis of the results was performed to deterihithe time spent by the rural

SME owners/managers on business administration has an impact on the survival and growth of
the businessThe question was based on the null hypothesis of uniformity of expected responses
to questios. ThePearson correlatioanalysisresultsshow that(X? = 571; df=1.09635 P = 000)

for this variable.These results show that time spent by the rural SME owners/managers on
business administration has a significant impact on the survival and growth of the business.
Therefore, he hypothesis for this variable is accepf€de observed findings were significantly
different from expected frequencies. In other words, this result was statistically significant and
was not due to chance. The scientific statistical analysis for thableis presented ifAppendix

5 and Appendix 6).

562Respondentsbé personal time spent on cont a

customers

Visagie (1997:665) stipulates that South African SMME managers/owagrsriencemore
change than managers of larger companies, as growth requires change and effective managemel
of change is essential to ensure business sudtesscommon knowledge that many managers

are unable to change their attitudes and behaviour to fit the clgamggals of the organisation.
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The findingsreveal thathe majority of respondents, 34 (27 percent) and 53é&f@ent)strongly
agreedand agreed, respectivelihat they spend most of their time on persocahtactsto
maintain a relationship witbxisting customers. However, 24 (p8rcent) of te respondents were
neutral and 16 (1Rercent) disagrebwith the statemen(Figure 5.17).

Figure 5.17 Time spent on personal contacts to maintain a relationship with existing

customers
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A correlation analysis of the results was performed to deteriinthe time spent by rural SME
owners/managers on personal contacts to maintain their relationships with their existing customers
has an impact on the survival and growth of their busine$besquestion was based on the null
hypothesis of uniformity of expected responses to questidre Pearson correlatioresultsshow

that (X? = 571; df= 1.09635 P = .0®) for this variable. These resultshow that time spent by

rural SME owners/manageihave a significant impact on the survival and growth of business.
Therefore, the hypothesis for this variable is accepted. The observed findings were significantly
different from expected frequencies. In other words, this result was statisticallycsighiéind

was not due to chance. The scientific statistical analysis for this vasaksented ifAppendix

5 and Appendix 6).

5.6.3 A large amount of time is spent on developing sales strategies to secure more profits

Scacioi economic factors are theey aspects influencing entrepreneurial behaviour and operation

of the businesgKhan, 2014:894).

Most respondents stated that a large amount of time is spent on developing sales strategies t

secure more profits 43 (34 percent) and 44 (35 percentgdtragreed and agreed, respectively,
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however, 23 (18 percent) of the respondents were neutral with regard to the statement. A few
respondents, 13 (10 percent) and four (three percent) disagreed and strongly disagreed,

respectively, with the statement (Figlb.18).

Figure 5.18: Time spent on developing sales strategies to secure more profits
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A correlation analysis of the results was performed to deterinthe time spent by rural SME
owner s6/ managers on developing sales strate
survival and growth of their businessé&he question was based on the null hypothesis of
uniformity of expected responses to quawiorhe Pearson correlation analysissultsindicate
that(X?= 595 df= 1.00480 P = 000) for this variable. These results indicate that time spent by
rural SME owners/managers on developing sales strategies has a significant impact on the
survival am growth of their busines3herefore, the hypothesis for this variable is accepted. The
observed findings were significantly different from expected frequencies. In other words, this
result was statistically significant and was not due to chance. Theifcistatistical analysis for

this variablas presented iffAppendix 5 and Appendix 6).
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574 Respondentsdé6 view on the i mportance of S

growth

Rural entrepreneurship is faced with the challenges sinall markets distant markets analack
of marketing (Ngorora and Mago, 2013jese lead to poor sales profits.

A total 51 (40 percent) and 50 (39 percent) of the respondents strongly agreed anc
respectively, that the increase of sales is u@gortant for business survival and growth. W
14 (11 percent) indicated they were neutral to the statement, only a small number of res

12 (10 percent) disagreed and strongly disagreed, respectively, with the statement (Figui

Figure 5.19: Importance of increasing sales for business survival and growth
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A correlation analysis of the results was performed to determine if the increase of sales is
important for the survival and growth of rural SMEEhe question was based on the null
hypahesis of uniformity of expected responses to questidhe Pearson correlation analysis
showresultsthat indicate(X?= .618 df= 1.35751 P = 000) for this variable These results mean

that the increase of sales has a significant influence on thevaluavid growth of the business.
Therefore, the hypothesis for this variable is accepted. The observed findings were significantly
different from expected frequencies. In other words, this result was statistically significant and
was not due to chance. Theentific statistical analysis for this varialdgpresented ifAppendix

5 and Appendix 6).

115



5.6.5 Starting a business to enhance social status

Neneh (2011) indicates that SMEs deserve much more attention, especially with reg:
businespr acti ce, which is often developed
Therefore, this study investigates whether rural SMEs are started in order to acqui
status.

The findings illustrate that 37 (29 percent) and 30 (24 peradntf)e respondents stron
agreed and agreed, respectively, with the statement that they start a business to enf
social status. While 22 (17 percent) of the respondents remained neutral, 25 (20 percet
(10 percent) of the respondentssatjreed and strongly disagreed, respectively, witl

statement (Figure 5.20).

Figure 5.20: Starting a business to enhance social status
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A correlation analysis of the results was performed to determine r ur al SME owne
start a business tnhance their social statuBhe question was based on the null hypothesis of
uniformity of expected responses to questiorhe Pearson correlation analysis results indicate
that (X2 = 564 df= 1.12109 P = .0®) for this variable.These results show ah rural SMEs
owner s6/ managers start busi nesses i n order
influence on the survival and growth of the busin@é®refore, the hypothesis this variable is
accepted. The observed findings were significadifferent from expected frequencies. In other
words, this result was statistically significant and was not due to chance. The scientific statistical

analysis for this variables presented ifAppendix 5 and Appendix 6).
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5.6.6 Business mainly started ® make money for family support purpose only

According to the OECD (2006), the role of SMEs in social and economic development has been
widely recognized in developed countries as well as developing economies.

The research findings rvetilat 48 (38 percent) andt5 (35 percent)of the respondentstrongly
agreed and agreed, respectivelyth the statement that the businesses were started mainly to
make money for family support, whils (12 percent)wereneutral andl5 (12 percent) andour
(threepercent) disagrekand strongly disagreed, respectively, with statemenFigure 5.21)

Figure 5.21 Starting a business mainly to make money for my family
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A correlation analysis of the results was performed to determine r u r awners$naiageds

start businesses mainly to make money for their familié® question was based on the null
hypothesis of uniformity of expected responses to questibhe Pearson correlatiomesults
indicate that(X?> = .483 df= 1.03844 P = .0®) for this variable. These results mean that rural
SMEsobowner s/ managers start Dbusinesses mainly
variable has a significant impact on the survival and growth of their busin@$seefore, the
hypothesis fotthis variable is accepted. The observed findings were significantly different from
expected frequencies. In other words, this result was statistically significant and was not due to
chance. The scientific statistical analysis for this variable@resentd in (Appendix 5 and
Appendix 6).
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5.6.7 Creation of jobs for local communities

SMEs play crucial roles in many economies all over the world (Wolf and Pett, 2008258
According to Witbooi, Cupido and Ukpere (2011:1913841), entrepreneurial activs around

the world account for, on average, about 70 percent of the global GDP.

The research results indicate that 43 (34 percent) and 56 (44 percent) of the respondents strongl
agreed and agreed, respectively, with the statement that the intenti@antiosbusinesses is to
create jobs for their local communities. While 13 (10 percent) respondents were neutral with
regard to the statement, very few respondents, 11 (nine percent) and four (three percent)l disagree

and strongly disagreed, respectiveiyth the statement (Figure 5.22).

Figure 5.22: Qreation of jobs for local communities
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A correlation analysis of the results was performed to deterihimieal SME owners/managers
create businesses in order to create jobs for local commuiiitieguestion was based on the null
hypothesis of uniformity of expected responses to questibhe Pearson correlatiomesults
shows tha(X?= 602 df= 1.10163 P = .0®) for this variable The results mean that rural SME
owners/managers also create busiegss order to create jobs for local communities. This
variable has a significant influence on the survival and growth of rural SWesefore, the
hypothesison this variable is accepted. The observed findings were significantly different from
expected frequencies. In other words, this result was statistically significant and was not due to
chance. The scientific statistical analysis for this variablgresented in(Appendix 5 and

Appendix 6).
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5.6.8 Summary/Conclusion to jective 3

It was found thathe majority of rural SMEs sta@ business because they want to make mooey
support their family and also to create jobs for the local communities. They use different
approaches to keep their businesses gaimguding maintaining customer relationssignd
developing sales growth strategi¢towever, some want to enhance their social status through

starting ausiness.
5.7 ASPECTS THAT CONTRIBUTE TOWARDS RURAL EO GROWTH OF BUSINESS

Based on the following statements from the main questionndii®,séction discusse and
presentshe findings with regard to the above objective
1 There are many businesses selling products similar to my products
1 Ido have a business plan that assists in guiding me how to keep my business operational
1 The business hasdltapacity to cope with environmental uncertaines
1 The primary goal of the business is to increase market share through product improvement

strategies
5.7.1 Businesses selling similar products

According to Chaston (1999:162), a common constraainfy many smaller firms is their
inability to fund promotional activity on a scale sufficient to achieve parity with other, often lager,
competitors.

From the above the results it can be seen that 35 (28 percent) and 51 (40 percent) of the
respondentstongly agreed and agreed, respectively, with the statement that there are many
businesses selling similar products, with 23 (18 percent) being neutral. A small number of the
respondents 12 (nine percent) and six (five percent) disagreed and strongty regpestively,

with the statement (Figure 5.23).
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Figure 5.23: Many businesses sell products similar to my products
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A correlation analysis of the results was performed to deterifnihe selling of similar products

has an impact on businessrvival and growthThe question was based on the null hypothesis of
uniformity of expected responses to questiorhe Pearson correlation analysissultsindicate

that(X? = .615 df=1.654 P = .0M) for this variable These results show that the s&jliof similar
products has a significant impact on survival and growth of the rural SMEs in KwiZteill

These results suggest that there is much competition in these areas which affects the survival an
growth of businessTherefore, the hypothests this variable is accepted. The observed findings
were significantly different from expected frequencies. In other words, this result was statistically
significant and was not due to chance. The scientific statistical analysis for this vasiable

presentedn (Appendix 5 and Appendix 6).
5.7.2 Availability of a business plamas a guide

According to Abbrey, Bagah and Waulifan (2015:8d) a business plan that serves as a blueprint
or road map that provides directalandsuecesdisi nc
essential. Therefore, it was important to look at this variable in the runap set well.

Regardingthe statement that they do haadusiness plasmthat assigin guiding them how to
keeptheir business operations going, 27 (21 percent) and 61 (48 pestaiyly agreed and
agreed,respectively, withonly 16 (13 percent) remamg neutral, whilea small number of
respondents, 19 (15 percent) afour (three percent) disagree and strongly disgeed,
respectivelywith the statemer(Figure 524).
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Figure 5.24: Availability of a business plamas a guide
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A correlation analysis of the results was performed to deteriihihe availability ofa business

plan assigtrural SME owners/managers tlo dayto-day business operatigria order to sustain

or meet growth. The question was based on the null hypothesis of uniformity of expected
responses to questi®nThe Pearson correlation analysiesultsindicate that(X? = .506; df=
.894232; P = .Q0) for this variable. The results indicate that this variable has a significant impact
on the survival and growth of busine$berefore, the hypothesis on this variable is accepted. The
observed findings were significantly different from expected fregaendn other words, this
result was statistically significant and was not due to chance. The scientific statistical analysis for
this variablas presented iffAppendix 5 and Appendix 6).

5.73 Business capacity to cope with environmental uncertainties

Covin and Slevir(1989) state that the external environment primarily affects the survivz
the growth of business entitidsinyua (2015) continues that a lack of adequate accessibil
all the necessary resources is critical for SMEs to dealemiironmental uncertainties.

The majority of the respondents, 19 (15 percent) and 60 (47 percent) strongly agr
agreed, respectively, that their businesses have the capacity to cope with envirc
uncertainties. Less than half of the responde3tis(28 percent), remained neutral, while
few respondents, 13 (11 percent) disagreed and strongly disagreed, respectively,

statement (Figure 5.25).
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Figure 5.25: Businesgapacity to cope with environmental uncertainties
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A correlation amlysis of the results was performed to determine t he SME owner s
business capacity to cope with environment a
survival and growthThe question was based on the null hypothesis of uniformity céoteg
responses to questi®nThe resultsin dicate that(X? = 553 df=, 97430; P = .00) for this
variable. These resultaean hatthis variable has a significant impact on the survival and growth

of rural SMEs in KZN.Therefore, the hypothesis on this variable is accepted. The observed
findings were significantly different from expected frequencies. In other words, this result was
statistically significant and was not due to chance. The scientific statistical analydisisf
variableis presented iffAppendix 5 and Appendix 6).

5.7.4 Primary goal of the business

Chittithaworn Islam, Keawchanandyusuf (2010:181) stated that one of th@stimportant roles

of SMEs is poverty alleviation through job creation.

Most respondent£3 (18 percent) and2 (41 percent)strongly agreed and agreed, respectively,

that the primary goal of their businesses is to increase market share through product improvement
strategiesHowever, 38 (30 percent) were neutral and 10 (gightent) and three (four percent)
disagreed and strongly disagreed, respectively with the statenmgunie(526).
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Figure 5.26 Primary goal of the businesses
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A correlation analysis of the results was performed to deterwlather the primary goalf the
business is to increase product share through product improvement strategies and has an influenc
on the survival and growth of the busineske question was based on the null hypothesis of
uniformity of expected responses to questiofhe Pearsa correlationresultsshow that(X? =

632 df=1.18229 P = 000) for this variable.These results mean that this variable has a
significant impact on the survival and growth of businesses in rural Kidiérefore, the
hypothesis on this variable is accept@he observed findings were significantly different from
expected frequencies. In other words, this result was statistically significant and was not due to
chance. The scientific statistical analysis for this variablgresented in(Appendix 5 and

Appendix 6).
5.7.5Summary/Conclusion to Cbjective 4
It was found that many rural SMEs sell similar products. However, they do indicate that they use

business plans to guide them on daylay business operations. In addition, they do have the

intention to grow their market share through product improvement.
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5.8 EXTERNAL ENVIRONMENTAL DYNAMICS : BARRIERS RESTRAINING
BUSINESS GROWTH

Bouazza, Ardjouman and Abada (2015:101) state that the SMEs growth is hampered by several
factors, including external factors, such as the legal and regulatory framewoess to external
financing and human resources capacities. The growth of SMEs is affected by internal factors
including entrepreneurial characteristics, management capacities, marketing skills, and
technological capacities.

Most respondentd,9 (15 perent) and39 (31 percent)strongly agreed andgreed respectively,

with the statement thatis difficult to access raw materials for theisinesses. Howevez9 (23

percent) of the respondents renemeutralto the statement. The number of responseviio
disagreed and strongly disagreeere 31 (24 percent) andhine (sevenpercent) respectively
(Figureb5.27).

Figure 5.27: Accesf raw materials
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A correlation analysis of the results was performed to determhmether the difficulties of
accessing raw materials have an impact on the growth and survival of rural ShEguestion
was based on the null hypothesis of uniformity of expected responses to quédimRearson
correlation analysisesultsindicate tha(X? = 595 df=1.01636 P = 000) for this variable These
results mean that this variable has a significant impact on the survival and growth of SMEs in
rural KZN. Therefore, the hypothesis on this variable is accepted. The observed findings were

significantly different from egected frequencies. In other words, this result was statistically
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significant and was not due to chance. The scientific statistical analysis for this vasiable

presented ifAppendix 5 and Appendix 6).

5.8.1 The high level of domestic taxation impacts lsiness growth

The main barrierso business growthave been "unfair competition” that includes tax systems,
the informal economy and public services. Thésegriershavecontinued with the same intensity
throughout the postwar period (Wrld Bank 2012)

The statement thditigh levels of domestic taxation do impact on business growth showgb 33
percent) andl (48 percent)respondents who strongly agreed and agreed, respectiualy 19

(15 percent) remaied neutral, whilea small number of respondentsne (threepercent) andive
(four percent) disagrekand strongly disagreed, respectivath the statemer(Figure 528).

Figure 5.28 L evek of domestic taxatiord Bnpact on business growth
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A correlation analysis ofhe results was performed to determifiehigh levels of domestic
taxation have an impact on business survival and growth of rural SMEsjuestion was based

on the null hypothesis of uniformity of expected responses to quesiibe Pearson analysis
resultsshow that(X? = 595 df= 1.12604 P = .@0) for this variable These results suggest that

the high level of domestic taxation has a significant impact on the survival and growth of rural
SMEs in KZN.Therefore, the hypothesis on this variable is accepted. The observed findings were
significantly different from expected frequencies. In other words, this result was statistically
significant and was not due to chance. The scientific statistical anabtysigi$ variableis
presented ifAppendix 5 and Appendix 6).
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5.8.2 Domestic demandand growth of the business

Mugobo and Ukpere (2011:8:886) identified issues, such as small maikdimited accesso

finance, shortageand high cost of raw materialsick of technical and business skills, as well as
inaccessible and unreliable communication and transport services, as the most severe constraint
characterising South African rural SMEs.

Regardingthe statement thateak domestic demand affects the gitowf the business, -

(27 percent) andl5 (35 percentyespondents strongly agreed aadreel, respectivelyOnly

26 (21 percent) remaied neutral, whilea small number of respondents/ (13 percent) an

5 (4 percent) disagrekeand strongly disagreedespectively,with the statemen{Figure

5.29).

Figure 5.29 Domestic demand and growth of the business
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A correlation analysis of the results was performed to detenfmiveak domestic demand affects

the growth and survival of rural SMEShe question was based on the null hypothesis of
uniformity of expected responses to questidrhe Pearson analysigsultsshow thatX? = 590
df=1.19434 P = 000) for this variable These results indicate that weak domestic demand has a
significanteffect on the survival and growth of rural SMEs in KZNherefore, the hypothesis on

this variable is accepted. The observed findings were significantly different from expected
frequencies. In other words, this result was statistically significant andatakie to chance. The
scientific statistical analysis for this varialdepresented ifAppendix 5 and Appendix 6).
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5.8.3 The lack of sufficient and quick transportationd Bnpact on business growth

Rural enterprises have limited access to timelg r k e t i nformation, mai n
weak transport and communications infrastructure, specifically in rural KZARD policy,

2007)

Most respondent80 (24 percent) andi2 (33 percent)strongly agreed andgreel, respectivel

with the staterant thatthe lack of sufficient and quick transportation impacts business g
However, 25 (20 percent) of the respondents renemeutralto the statement. The numbet
respondentsvho disagreed and strongly disagresdre 23 (18 percent) and7 (6 percent)

respectivelyFigure5.30.

Figure 5.30: Sufficient and quick transportation and business growth
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A correlation analysis of the results was performed to deterihanéack of sufficient and quick
transportation has an impact on rural SMIEBe question was based on the null hypothesis of
uniformity of expected responses to questiorhe Pearson correlation analysissultsindicate

that (X? = 666 df=1.19434 P = 000) for this variable.According to these results a lack of
sufficient andquick transportation has a significant impact on the survival and growth of rural
SMEs in KZN.Therefore, the hypothesis on this variable is accepted. The observed findings were
significantly different from expected frequencies. In other words, thistregs statistically
significant and was not due to chance. The scientific statistical analysis for this vasiable
presented ifAppendix 5 and Appendix 6).
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5.8.4 Late payment from government affects theirbusiness growth

Alert (2009) indicates that shhabusinesses are at risk when they experience cash flow
constraints, and late payment from clients can seriously impact on their viability. National supply
chain management regulations require municipalities to pay for goods and services within a month
of being invoiced. In practice, waiting times are unpredictable.

The resuts show a total of 327 percent) and42 (33 percent)of the respondents strongly
agreeing and agreeing, respectively with the statement. A total ¢gL2percent) remaied
neutral, whilea small number ofthe respondents, 2117 percent) andseven(sevenpercent)

disagred and strongly disagreed, respectivelith the statemer(Figure 5.31).

Figure 5.31 Governmentand business growth
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A correlation analysis of the rdsi was performed to determiné local payments from
government affects the business survival and growth of rural SMiesquestion was based on
the null hypothesis of uniformity of expected responses to questidre Pearson correlation
analysisresuls show that(X? = .689 df=1.21843 P = .@O0) for this variable These results mean
that local payment from government has a significant impact on survival and growth of rural
SMEs in KZN.Therefore, the hypothesis on this variable is accepted. The obt$erdimgs were
significantly different from expected frequencies. In other words, this result was statistically
significant and was not due to chance. The scientific statistical analysis for this vasiable

presented ifAppendix 5 and Appendix 6).
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5.8.5 Late payment from ordinary customers affects their business growth

Simiyu and Oloko (2015) states that more customers are served leading to increased sales an
therefore growth of the busineddowever, It was found thahost respondent88 (30 percent)

and 40 (32 percent) strongly agreed and agreed, respectivelyth the statement thalate
payments from ordinary customers affect the growth of the busidessver,22 (17 percent) of

the respondents remaith neutralto the statement. The numbef r@spondentslisagreeing and
strongly disagreeing with the statement tlzde paymenft r om or di nary <custo
growth of the businessere20 (16 percent) and (6 percent respectivelyFigure5.32).

Figure 5.32 Customers payments and busiess growth
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A correlationanalysis of the results was performed to deterrfitete payments from ordinary
customers affect the growth and survival of rural SMBse question was based on the null
hypothesis of uniformity of expected responses to questibime Pearson correlation analysis
resultsindicate tha(X? = .678 DF=1.20652 P = .@0) for this variable These results show that

late payment from ordinargustomers also has a significant impact on the survival and growth of
rural SMEs in KZN.Therefore, the hypothesis on this variable is accepted. The observed findings
were significantly different from expected frequencies. In other words, this resustavssically
significant and was not due to chance. The scientific statistical analysis for this vasiable

presented ifAppendix 5 and Appendix 6).
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5.8.6Summary/Conclusion external environmental factors

It was found that high levebf domestictaxation, weak domestic markgetack of sufficient and
quick transportationlate payment from governmeras well as late payment from ordinary
customershave a negative impact on the survival and grovathrural SMEs operating ithe

southern region oKZN.

5.9 ENVIRONMENTAL DYNAMICS - INTERNAL ENVIRONMENTAL FACTORS ARE
BARRIERS CONTRIBUTING TO BUSINESS GROWTH

5.9.1 The respondents on internal environmeral factors contributing to business growth

In terms of the respondents on the statement oflibetageof business space impacting on rural
SMEs 6 busi,2&(@2percgnt)andil (82 percent)of the respondents stronghgree
and agreed, respectiveldnly 26 (21 percent) remaied neutral, while a small number of
respondents, 2419 percent) andeight (six percent) disagred and strongly disagreed,
respectively (Figure 5.33).

Figure 5.33 Business space and business growth
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A correlation analysis of the results was performed to deterifinanshortage of business space

i mpacts rur al SMEs 6 bThe queston was kased onithe aull hypothekis g r
of uniformity of expected responses to questidinePearson coelation analysisesultsindicate
that(X?= .709 df= 1.30393 P = .®0) for this variableThese results mean that this variable has a
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significant impact on the survival and growth rural SMEs in KZRerefore, the hypothesis on

this variable is accepte The observed findings were significantly different from expected
frequencies. In other words, this result was statistically significant and was not due to chance. The
scientific statistical analysis for this varialdepresented ifAppendix 5 and Appadix 6).

5.9.2 Influence of family labour and business growth

The 1 LO (2015) highlighted that employerso
part in helping SMEs and their workers to overcome the constraints that they face. This study
looked at this question in the rural context.

Most respondentd,9 (15 percent) and4 (27 percent) strongly agreed anagreel, respectively,

with the statement thdamily labour shortages have an influence on rural SME business growth
However,25 (20 percent) of the respondents renemimeutral. The number of respondentho
disagreed and strongly disagreéuht family labour shortages have an influence on rural SME
business growth were 324 percent) and 9 (15 percent) respective} (Figure 5.34).

Figure 5.34:Influence of family labour and business growth
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A correlation analysis of the result® determinaf family labour shortagehave an influence on
rural SMEs businesssurvival and growthwas performedThe question was based on the null
hypothesis of uniformity of expected responses to questibime Pearson correlation analysis
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resultsshow that(X? = .716, df=1.23988 P = 000) for this variable These results indicate that
labour shortages have a significant influence on survival and growth of rural SMEs in KZN
Therefore, the hypothesis on thisriable is accepted. The observed findings were significantly
different from expected frequencies. In other words, this result was statistically significant and
was not due to chance. The scientific statistical analysis for this vaisairksented ifAppendix

5 and Appendix 6).

5.9.3 Business supervision time and business growth

Kambwale, Chisoro and Karodia (2018Q) indicate that lack of management skills is one of
contributing factors t@onstraininghe survival and growth of SMEs. This study iasussed on
investigating this in the rural areas of KZN.

With regards to the lack of business supervision time impacting rural SME business growth, 29
(23 percent) andl4 (35 percent)of the respondents strongly agree and agreed respectively, with
only 24 (19 percent) remaing neutral While a small number oftherespondentsl9 (15 percent)

disagreecnd11 (9 percent)stronglydisagred with the statemer(Figure 5.35).

Figure 5.35 Business supervision timand business growth
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A correlation analysis of the results was performed to deterrihiaek of business supervision
time impacts rural SM& dusinesssurvival andgrowth The question was based on the null

hypothesis of uniformity of expected responses to quesfidrePearsa correlationresultsshow
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that (X? = 515 df=1.23776; P = .0Q0for this variable These results mean that lack of business
supervison time has a significant impact on the survival and growth of rural SMEs in KZN.
Therefore, the hypothesis on this vahkais accepted. The observed findings were significantly
different from expected frequencies. In other words, this result was statistically significant and
was not due to chance. The scientific statistical analysis for this vaisairksented ifAppendx

5 and Appendix 6).

5.9.4 Level of skills and business growth

The low level of labour skillsaffects the growth of business management skills which, in turn,
play a role in determining the growth of the small business (Perks and Smith, 2608945

With regards tadhe statement thdhe low level of skills has aimpact on rural SME business
growth, B (22 percent)strongly agreednd 4. (32 percent) agrek only 25 (18 percent) remaied
neutral, whilea small number of respondents, 238 (fiercent)disagreedand 10 (8 percent)
stronglydisagred with the statemer(Figure 536).

Figure 5.36 The level of skills and business growth
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A correlation analysis of the results was performed to determine if the level of skills possessed by
the SMEs owners/managers has an impact on the survival and growth of the business in rural
areas of KZNThe question was based on the null hypothesisidbumity of expected responses

to questions. The Pearson correlation analysis results indicate that 03 =lf= 123776 P =

.000) for this variable. These results mean that this variable has significant implaetsurvival

and growth of SMEs in mal KZN. Therefore, the hypothesis on this variable is accepted. The
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observed findings were significantly different from expected frequencies. In other words, this
result was statistically significant and was not due to chance. The scientific statistiyaisafor

this variablas presented iffAppendix 5 and Appendix 6).

5.9.5 Equipment quality and business growth

Yam et al (2011 in Shin and Sangmoon, 2013) indicate that distinct competitive strategies with
quality or technological competitiveness.owtever, itwas found thamost respondent24 (19
percent) and7 (37 percent)strongly agreed and agreed, respectiwelith the statement thg@boor

quality equipment impacts rural SME business growtlowever, 24 (19 percent) of the
respondents remaed neutralto the statement. The number of respondents disagreed and
strongly disagreethat poor quality equipment impacts rural SME business growahe 21 (17
percent) and.1 (9 percent) respectivelyFigure 5.37).

Figure 5.37 Equipment quality and business growth
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A correlation analysis of the results was performed to determhip®or quality equipment

i mpact s rur al S MET$e& qudstiors was éased oy the null iypothesis of
uniformity of expected responses to questiorhe Pearsorcorrelation analysisesultsindicate

that (X? =.764 DF=1.15621 P = 000) for this variable. These results mean that this variable has
a significant impact o the survival and growth of SMEs in rural KZN. Therefore, the hypothesis

on this variable is aepted. The observed findings were significantly different from expected
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frequencies. In other words, this result was statistically significant and was not due to chance. The

scientific statistical analysis for this varialdgoresented iffAppendix 5 and\ppendix 6).

5.9.6 Summary/Conclusion internal environment

It was found thatack of business supervision; poor quality equipment; shortage of business
space; as well as family labour shortages, have an impact on the survival and growth of rural

SMEs in the Southern region of KZN rural areas.

5.10ENVIRONMENTAL DYNAMICS -INSTITUTIONAL BARRIERS TO BUSINESS
GROWTH

Dragnic (2014:119), reports that both internal and external factors have a significant impact on
SMEs 6 performance effectiveness, i ncKamadag n g |
(2015:184) added that theraplexity and costs of bureaucratic transactions with launching a new
business are also among the major challenges of small and medium sized businesses. Thes
include legislative procedures and reduction oftegk. Therefore, this study was testing these
variables in the rural areas of KZN.

The majority of the respondentse. 19 (15 percent) and 47 (37 percent) strongly agreed and
agreed, respectivelyhat there are some environmental regulation requirements that remain a
challenge for business grawtWhile 28 (22 percentage) were not sure whether they were affected
or not, less than half of the respondents, 24 (19 percent) disagreed and nine (seven percent

strongly disagreed with the statement (Figure 5.38).

Figure 5.38 Environmental regulation requirements aschallenges for business growth
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A correlation analysis of the results was performed to deterihieavironmental regulation
requirements remain a challenge for busireswival andgrowth of rural SMEs.The question

was based on the nuillypothesis of uniformity of expected responses to questidrme Pearson
correlation analysisesultsindicate tha{X? =.709 df=1.11095 P = .0®) for this variable These
results indicate that this variable has a significant impact on the survivajramth of rural

SMEs in KZN.Therefore, the hypothesis on this variable is accepted. The observed findings were
significantly different from expected frequencies. In other words, this result was statistically
significant and was not due to chance. The ndifie statistical analysis for this variabie

presented ifAppendix 5 and Appendix 6).
5.10.1Public procurement regulations a a challenge for businesgrowth

Loader (2013) stasgthat SMEparticipation in public procurement is very weak. Accordir
S| i j e MBudakvand Rajh (2015:9) there are number of scattered studies sugg
discouraging barriers for SMES to access public contracts. Therefore, this study
determine if thisiguation also exists in rural KZN.

A total of 21 (17 percent) strongly agreed and 50 (39 percent) of the respondents agree
statement that public procurement regulations are a challenge for the growth
businesses. While 29 (23 percergmained neutral, 20 (17 percent) disagreed and seve

percent) strongly disagreed with the statement (Figure 5.39).
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Figure 5.39 Public procurement regulations & a challenge for business growth
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A correlation analysis of the results was parfed to determiné public procurement regulations

are a challenge foEME businesssurvival andgrowth The question was based on the null
hypothesis of uniformity of expected responses to questibime Pearson correlation analysis
resultsshow that(X? =.666 df=1.15503 P = .0®) for this variable These results show that this
variable has a significant influence on the survival and growth of SMEs in K&&refore, the
hypothesis on this variable is accepted. The observed findings were signifatiffietignt from
expected frequencies. In other words, this result was statistically significant and was not due to
chance. The scientific statistical analysis for this variabl@resented in(Appendix 5 and
Appendix 6).

5.10.2 Government regulations andrequirements affecting business growth

Alert (2015) reports that SMEs growth is affected byrdensome regulationsegarding
government regulations and requirements.

The majority of the respondentse. 29 (23 percent) strongly agreed and 53 (42 peregnéed

with the statement that tough government regulations and requirements to obtain business licence:
affect business growth. While 19 (15 percent) of the respondents were neutral with regard to the
statement very few, 19 (15 percent) disagreed ang seven (six percent) strongly disagreed
(Figure 5.40).
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Figure 5.40 Government regulations and requirements affec¢hg business growth
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A correlation analysis of the results was performed to determhrethertough government
regulations and requirements to obtain business licences affect business ghenghestion was
based on the null hypothesis of uniformity of expected responses to gseSti@nPearson
correlation analysisesultsindicate tha{X? = .641; df= 1.09435 P = .0®) for this variableThe
observed findingsvere significantly different from expected frequencies. In other words, this
result was statistically significant and was not due to chartoe scientific statistical analysis for
thisvariable is presented {®\ppendix 5 and Appendix 6).

5.10.3Government policies and expansion of business

According to Jahanshahi, Nawaser, Khaksar Kathalian (2011) manyreas of Government

policy affect levels of entrepreneurial activityegulatory policies, trade policies, lalsanarket
policies, regional development policies, social policies, and even gender policies. This study
investigaed whethethis situationis presentn rural SMEs.

The findings showthat the majority of the respdentsi.e. 33 (26 percent) strongly agreed and 53

(42 percent), agreed that strict government policies make the expansion of their business very
difficult. While 19 (15 percent) of respondents were neutral, 18 (14 percent) disagreed and 4 (3
percent) diagreed with the statement (Figure 5.41).

138



Figure 5.41 Government policiesand expansion of business
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A correlation analysis of the results was performed to deterihisict government policies
make the expansion &VIEsbusinessurvival and growtlvery difficult. The question was based

on the null hypothesis of uniformity of expected responses to quesiibaPearson correlation
analysisresultsshow that(X? = 564 df= 1.12354 P = .0®@) for this variable.These results
indicate that this variable has a significant impact on the survival and growth of SMEs in rural
KZN. Therefore, the hypothesis on this variable is accepted. The observed findings were
significantly different from expected frequencies. Inestlwords, this result was statistically
significant and was not due to chance. The scientific statistical analysis for this vasiable
presented ifAppendix 5 and Appendix 6).

5.10.4 The influence of bureaucracy on business growth

Ruzievand Midmore (2014) state that themall share of SME credit available is distributed in
favour of those capitalising on bureaucratic links, with consequent resource misallocation

It was foundthat 31 (24 percent) strongly agreed and 49 (39 percent) of the respongerdad a

with the statement that bureaucracy has an influence on business growth. While 23 (18 percent)
were neutral to the statement, very few respondents, 19 (15 percent) disagreed and five (four

percent) strongly disagreed with the statement respectiviglyre 5.42).
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Figure 5.42 The influence of bureaucracyon business growth
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A correlation analysis of the results was performed to determimgréaucracy has an influence

on the businesssurvival andgrowth of rural SMEs in KZN.The question wabased on the null
hypothesis of uniformity of expected responses to questibime Pearson correlation analysis
resultsshow that(X? =.584 df= 1.17423 P = .0®@) for this variable. These selts indicate that
bureaucracy has significant impact o the survival and growth of SMEs in rural KZN.
Therefore, the hypothesis on this variable is accepted. The observed findings were significantly
different from expected frequencies. In other words, this result was statistically significant and
was not due to chae. The scientific statistical analysis for this variableresented ifAppendix

5 and Appendix 6).

5.10.5Summary/Conclusion institutional dynamics
It was found that environmental regulation requirements, public procurement regulations, tough
government regulations and requirements to obtain a business licence, strict government policies,

as well as bureaucracy, have an impact on the survival andhgobwural SMEs in the southern
region of KZN.
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5.11 ENVIRONMENTAL DYNAMICS - FINANCIAL BARRIERS CONTRIBUTING TO
BUSINESS GROWTH

5.11.1 Financial barriers contributing to business growth

The Report o6Support to SMEBI nan dDiea/le | lompti eargmeCd
states that finance is the main constraint f
difficult to access the capital needed to grow and expand their businesses.

The findings show that 28 (22 percent) strongfyyeed and 42 (33 percent) of the respondents
agreed with the statement that the preparation of business plans are too costly and affect thei
businesses. While 28 (22 percent) of the respondents were neutral, 22 (17 percent) disagreed an
(six percent) songly disagreeavith the statemenr(Figure 5.43).

Figure 5.43 Business plangreparation and business growth
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A correlation analysis of the results was performed to deterinpreparations of business plans
are too costly and affe@ ME duwsinesssurvival and growth in rural KZNThe question was
based on the null hypothesis of uniformity of expected responses to qseSilwPearn
correlation analysisesultsindicate tha(X? = .630;, df=1.07784 P =.000) for this variableThese
results meanhiat this variable has a significant impact on the survival and growth of rural SMEs

in KZN. Therefore, the hypothesis on this variable is accepted. The observed findings were
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significantly different from expected frequencies. In other words, this reswlt steistically
significant and was not due to chance. The scientific statistical analysis for this vasiable

presented ifAppendix5 and Appendixb).

5.11.2 Lead time between loan application and approval and business growth

The OECD report (2015) highlights that bank lending is the most common source of external
finance for many SMEs and entrepreneurs, which are often heavily reliant on traditional debt to
fulfil their startup, cash flow and investment needs.

The majority @ the respondents, 36 (36 percent) strongly agreed and 49 (39 percent) agreed with
the statement that the amount of time taken before a loan from the bank is approved, has ar
influence on rural SME business growth. While 22 (17 percent) of the respomaiictted
neutrality, 17 (13 percent) disagreed and three (two percent) strongly disagreed with the statement
(Figure 5.44).

Figure 5.44 Lead time between loan application and approval and business growth
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A correlation analysis of the results was performed to deterihititee amount of time taken
before a loan from the bank is approved, has an influence on rural SME bussingsgal and
growth. The question was based on the null hypothesis of uniformigxpécted responses to
questiors. ThePearson correlation analysissultsindicate tha(X? =.615 df=1.13003 P = .00)
for this variableThese results mean that this variable &agnificant impact on the survival and

growth of rural SMEs in KZN.Therefore, the hypothesis on this variable is accepted. The
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observed findings were significantly different from expected frequencies. In other words, this
result was statistically significant and was not due to chance. The scientific statistical analysis for

this variablas presented iffAppendix 5 and Appendix 6).

5.11.3 Banks ignoring SMEs request for loans

According toGumedeand Adams (2012)tahe outsetThe DTInoted that one of the factors that
affected SMEs ability to get funding was the fact that many were unable to come up with viable
proposals that persuaded the finance institutions of their viability and sustainability, their
difficulty in accessing markst and the hurdles posed by business regulations and legislation

The majority of the respondent®) (32 percent)strongly agree@nd 38 (30 percent) agreed with

the statementthamo st banks 1 gnor e S MBichbas aniinfuerice dumal o b t
SME business growtlRespondents who indicatedutraity numbered 2121 percent) with 19

(15 percent)who disagreed anthree fwo percent) of respondenstrongly disagre@ng with the

statemen(Figure 545).

Figure 5.45 Banksignoring SMEs request for loans
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A correlation analysis of the results was performed to deterihitieeir businesss have been

ignored in terms of getting financial assistance by the baries.question was based on the null
hypothesis of uniformity of expected resges to questia The Pearson correlation analysis
resultsindicate thaX? =.632 df= 1.13003 P = .0M) for this variable These results mean that

this variable hasa significant impact on the survival and growth of rural SMEs in KZN.
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Therefore, the ryothesis on this variable is accepted. The observed findings were significantly
different from expected frequencies. In other words, this result was statistically significant and
was not due to chance. The scientific statistical analysis for this vaisgisksented ifAppendix

5 and Appendix 6).

5.11.4 Impact of high collateral requirements impact business growth

Terungwa (2011) states that the need for collateral by financial institutions is also a major obstacle
to SME funding, as many of them are unable to come up with the collateral demanded. For
example some SMEs find it difficult to obtain funds, as a reduheir lack of security.

It was found that the majority of the respondents, 30 (24 percent) strongly agreed and 50 (39
percent) agreed that high collateral requirements impact business growth. There were 28 (22
percent) of the respondents who reredimeutral to the statement, while a small number of
respondents, 14 (11 percent) disagreed and five (four percent) strongly disagreed with the

statement (Figure 5.46).

Figure 5.46 Impact of high collateral requirements impact business growth
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A correldion analysis of the results was performed to deternfimegh collateral requirements
impact SMEs businesssurvival andgrowth in rural KZN. The question was based on the null
hypothesis of uniformity of expected responses to questibime Pearson corfation analysis
resultsindicate that(X? = .712 df= 1.07417 P = .0®) for this variable These results mean that

this variable hasa significant impact on the survival and growth of rural SMEs in KZN.
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Therefore, the hypothesis on this variable is a@kpthe observed findings were significantly
different from expected frequencies. In other words, this result was statistically significant and
was not due to chance. The scientific statistical analysis for this vaisgisksented ifAppendix

5 and Apgndix 6).

5.11.5 Bank charges on loans and business growth

Abor, Agbloyor and Kuipo (2014) believe that policy intervention should be directed at reducing
the bottlenecks that prevent SMEs from accessing funding from the commercial banks. Therefore,
this studyset out toinvestigate if bank charges on I@aare one of the bottleneckenstraining

the survival and growth of SMEs in KZN.

The majority of the respondent38 (30 percent)strongly agree@nd49 (39 percent) agreethat

high bank charges fdoans affect growth of rural SMEs. While @17 percent) otherespondents
remaired neutral,a small number of respondentss (13 percent) disagreedwith the statement
(Figure5.47).

Figure 5.47:Bank charges on loans and business growth
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A correlation analysis of the results was performed to deterrhimgh bank charges for loans
affect growth of rural SMEsThe question was based on the null hypothesis of uniformity of
expected responses to quessiohhe Pearson correlation analygissits show that(X? = .702
df=1.13003 P = .0@) for this variable. These results mean that this variablealsgnificant
impact on the survival and growth of rural SMEs in KZN. Therefore, the hypothesis on this

variable is accepted. The observed figdinwere significantly different from expected
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frequencies. In other words, this result was statistically significant and was not due to chance. The

scientific statistical analysis for this varialdgresented iiAppendix 5 and Appendix 6).

5.11.6 Summary/Conclusion: financial environmental dynamics

It was found that it is very difficult for rural SMEs titain aloan from the bankasmost banks
ignore them or take too long &pprove and pay out thears, while high collateral requements
as well as high bank chargeall have an impact onthe survival and growth of rural SME

businesses ithe uthern region ofural KZN.

5.12.ENVIRONMENTAL DYNAMICS - SOCIAL BARRIERS CONTRIBUTING TO
BUSINESS GROWTH

5.12.1 Social barriers contributing /hindering to business growth

Doern (2015) stipulates that SMEs do not grow due to the notion of barriers including social
barriers.

Most respondent&,1 (17 percent)strongly agree@dnd 32 (25 percent) agrekwith the statement
thatlack of support from friends and family affects rural SME business growit324dercent) of

the respondentsvere neutral to the statementwith respondents whalisagreed and strongly
disagreed,that lack of support from friends and family affects ru@ME business growth

numbered 2621 percent) andeven(six percent) respectivelyFigure 548).

Figure 5.48:Support from friends, family and business growth
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A correlation analysis of the results was performed to determine wleekhek of support fom
friends and family affects rural SMEs & busi
the null hypothesis of uniformity of expected responses to questionsPedreon correlation
analysis results show that{X .696; df= 1.23988; P = .000)rfthis variable. These results mean

that this variable haa significant impact on the survival and growth of rural SMEs in KZN.
Therefore, the hypothesis on this variable is accepted. The observed findings were significantly
different from expected fregmcies. In other words, this result was statistically significant and
was not due to chance. The scientific statistical analysis for this vargalhe presented in
(Appendix 5 and Appendix 6).

5.12.2 Trust in societyand business growth

llegbinosaand Jumbo (2015) stress that the creation, growth, advancement as well as the
development of SMEs have provided evidence essential for the growth and development of many
countries.

The resultandicate that 3124 percent)strongly agreednd41 (32 perant) of the respondents
agreel with the statement thédck of trust in society, with regard to quality goods/services, has an
impact on business growth, while 217 percent)wereneutral. A number of the respondent26

(21 percent) andeight (six percem) disagred and strongly disagreed, respectivelyith the
staemert (Figure 549).

Figure 5.49: Trust in society andbusiness growth

45 a1
31 32
26
24
21 21
17 m Frequency
H Percentage
8
-6

40

35
Strongly Agree Neutral Disagree Strongly
Agree Disagree

30
25
20
15
10

5

0

147



A correlation analysis of the results was perforrteedeterminaf lack of trust in society, with
regard to qualitygoods/services, has an impact &@ME businesssurvival andgrowth in rural

KZN. The question was based on the null hypothesis of uniformity of expected responses to
questiors. ThePearson correlation analysesultsindicate tha(X? = 626, df= 144654 P = .000)

for this variableThese results mean that this variable &agnificant impact on the survival and
growth of rural SMEs in KZN. Therefore, the hypothesis on this variable is accepted. The
observed findings were significantly different frompexted frequencies. In other words, this
result was statistically significant and was not due to chance. The scientific statistical analysis for
this variablas presented iffAppendix 5 and Appendix 6).

5.12.3 Support from business associations

According to Newbery, Sauer, Carton and Atterton (2012) research into bt
associations indicates that many associations suffer from very high le
inactive members and fail to deliver significant benefits to members. This
tested this phenomen inetlural areas of KZN.

The resultsshow that 30(24 percent) andt3 (33 percent) of the responde
strongly agreed andgreel, respectivelywith the statement that lack of supy
from businessssociations affects busineg®wth of rural SMEs in KZN, witl
26 (21 percent) being neutrah smallnumber of the responder2 (16 percen
and seven(six percent)disagreed and stronglgisagred with the stéemen
(Figure 5.9).

Figure 5.5Q Support from business associations
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A correlation analysis of the results was performed to determhirteeir businesggets the

necessary support from business associatibms.question was based on the null hypothesis of
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uniformity of expected responses to questidrhe Pearson correlation analysissultsshow that

(X? =.483 df= 1.44654 P = .0@) for this variable. These results mean that this variableahas
significant impact on the survival and growth of rural SMEs in KZN. Therefore, the hypothesis
on this variables accepted. The observed findings were significantly different from expected
frequencies. In other words, this result was statistically significant and was not due to chance. The

scientific statistical analysis for this varialdgresented ifiAppendix5 and Appendix 6).

5.12.4 Support from business consultancy services

Fjose, Grinfeld and Green (2010) believe that in Africa SMEs lack instrurfmengsipporting
systems which include human capital and finanteerefore, this study tested the support
available for rural SMEs in KZN.

The findings show that 3830 percent) and 3528 percent) of the respondentstrongly agreed

and agreel, respectively, with the statement that lack of support from business consultancy
services affect rural SME businegegth. While 28(22 percentwereneutral a smallnumber of

the respondents20(16 percent) andsix (five percent) disagree and strongly disagreed,
respectivelywith the stéemert (Figure 5.51).

Figure 5.51: Supportfrom business consultancy services
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A correlation analysis of the results was performed to deterinlaek of support from business
consultancy services affaatural SME businessurvival andgrowthin rural KZN. The question

was based on the null hypothesis of uniformity of expeasganses to questi®nrhe Pearson
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correlation analysisesultsindicate tha{X? = .730, df=1.20138 P = .0®) for this variable. These
results mean that this variable hasignificant impact on the survival and growth of rural SMEs

in KZN. Therefore, te hypothesis on this variable is accepted. The observed findings were
significantly different from expected frequencies. In other words, this result was statistically
significant and was not due to chance. The scientific statistical analysis for thiblevagia

presented ifAppendix 5 and Appendix 6).
5.12.5 Support from local communities

Tran (2015) indicates that intense competition from domestic businesses makes it difficult to have
enough consumer marketShe resultsof the findings show that 4233 percent) and39 (31
percent) of the respondergsongly agreed anagreel, respectively,with the statement that lack

of support from business consultancy services affectl SMEs business growtihile 18 (14
percent)were neutra) 21 (17 percent)and seven(six percent) disagreednd strongly disagreed,

respectivelywith the statemenr(Figure 5.52).

Figure 5.52: Support from local communities
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A correlation analysis of the results was performed to determimetherlack of support from
local communities affects rural SMisusinesssurvival and growth in rural KZNThe question
was based on the null hypothesis of uniformity of expected responses to quédimRearson
correlation analysisesultsshow that(X? = 695 df=1.24411 P = .®@0) for this variable. These
results mean that this variable hasignificant impact on the survival and growth of rural SMEs

in KZN. Therefore, the hypothesis on this variable is accepted. The observed findings were
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significantly different from expectettequencies. In other words, this result was statistically
significant and was not due to chance. The scientific statistical analysis for this vasiable

presented ifAppendix 5 and Appendix 6).

5.12.6 Summary/Conclusion: social environmenal dynamics

It was found that lack of trust among the socistith regard to quality of goods and services,
lack of support from associations, lack of support from business consu#ani®ll as lack of
support from local communitiehiave an impact on survival and growth of rural SMEs time

southern region ofural KZN.

5.13INDICATORS OF RURAL ENTREPRENEURIAL RESOURCES

According to Gumede and Adams (2012) one of the factors that affect SMEs ability to get funding
is the fact that many anenable to come up with viable proposals that persuade the ifshanc
institutions of their viability and sustainability, as well as their difficulty in accessing markets, and
the hurdles posed by business regulations and legislation. Therefore, this atidyemdedo
establish whethehis is the case for rural SMEs in KZN

It is interesting to note that the same number of respondents 26 (21 percent) and 26 (21 percent
strongly agreed and agreed, respectively, that their businesses have numerons erso
management positions, wi6 (21 percent) remaining neutral, while a considerable number of
respondents, 34 (27 percent) and 15 (12 percent) disagreed and strongly disatiretbe
statementFigure 5.53).

Figure 5.53: Personsn management positbns
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A correlation analysis of the results was performed to deteriinhmeving numerous persons in
management positions has an impact on rural SMEs survival and growth inTKRENjuestion

was based on the null hypothesis of uniformity of expected responses to cuédtmRearson
correlation analysisesultsshow that(X? = 479 df=1.32873 P= .0®) for this variable These
results mean that this variable hasignificantimpact on the survival and growth of rural SMEs

in KZN. Therefore, the hypothesis on this variable is accepted. The observed findings were
significantly different from expected frequencies. In other words, this result was statistically
significant and wasot due to chance. The scientific statistical analysis for this variable
presented ifAppendix 5 and Appendix 6).

5.13.1 Family members contributing to decisionmaking

Campopiano and Cassia (2015) indicate that ownership dispersion among family renembe
negatively affects performance of SMEs.

The majority of the respondent®3 (18percent) an@6 (28 percent)strongly agreed anadgreed
respectivelythatthe business has family members who contribute to decisiaking related to

the businesaNhile 21 (17 percent) otherespondents remasgd neutral,35 (28 percentland 12 (9
percent)disagred and strongly agreed with the statement (Figure 5.54).

Figure 5.54 Family members contributing to decisiormaking
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A correlation analysis of the resultsasvperformed to determinghetherfamily members who

contribute to decisidimakingin the businesh ave an i mpact on rur al
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The question was based on the null hypothesis of uniformity of expected responses tosquestion
The Pearson awelation analysigesultsshow that(X? = .398 df= 1.28123 P = .0®) for this
variable. These results mean that this variablealsgnificant impact on the survival and growth

of rural SMEs in KZN. Therefore, the hypothesis on this variable is axtephe observed
findings were significantly different from expected frequencies. In other words, this result was
statistically significant and was not due to chance. The scientific statistical analysis for this

variableis presented iffAppendix 5 and\ppendix 6).

5.13.2 The business has associates who assist with decisiaking, with regard to business

related matters

Rezaej Ortta and Trott (2015) indicated that SMEs can increase their competitive advantage
through business partnerships. This study set out to determine if rural SMEs do have business
associates in KZN.

Most respondent21 (17 percent) and9 (31 percent)strongly agreed andgreed respectively,

with the statement thaheir businesses have associates who assist with demsiking, with

regard to busines®lated matters, whil&8 (14 percent) of the respondenigere neutral.The

number of respondents widisagreed and stngly disagreedthatthey have associates who assist

with decisionmaking,were33 (26 percent) and 6 (13 percent) respectivelyFigure 5.55).

Figure 5.55: Businessassociatesssistingwith decisionrmaking
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A correlation analysis of the results was performed to deterrfirtbeir businesses have

associates who assist with decismoaking, with regard to businesslated mattersn survival
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and growth in rural SMEs of KZNI'he question was based on the null Higesis of uniformity

of expected responses to questiofihe Pearson correlation analysissultsindicate that(X2 =

578 df= 1.31531 P = .0®@) for this variable. These results mean that this variableahas
significant impact on the survival and growghrural SMEs in KZN. Therefore, the hypothesis

on this variable is accepted. The observed findings were significantly different from expected
frequencies. In other words, this result was statistically significant and was not due to chance. The

scientificstatistical analysis for this varialilepresented ifAppendix 5 and Appendix 6).

5.13.3 Level of employee qualification

According toAhmeti andMarmullaku(2015) SMEs are in the initial stages of developing human
capacities including the right qualification levels. This study looked at this matter in the rural
context with specific reference to KZN.

It was foundthat 25 (20 percent) and35 (28 percent)of the respondents strongly agreed and
agreed respectively,with the statement thatheir businesses have employees with tertiary
degreesWhile 22 (17 percent)were neutral 28 (22 percent) andL7 (13 percent) disagreeand
strongly disagreed, respectiveljth the statement (§ure 556).

Figure 5.56 Level of employee qualification
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A correlation analysis of the results was performed to deterwhe¢hertheir businessshaving
employes with tertiary degreedas an influence on survival and growth of SMEs in rural
areasThe question was based on the null hypothesis of uniformity of expected responses to
questiors. ThePearson correlation analysisultsindicate tha{X? =. 491; df=1.34174 P = .00)

for this variable. These results mean that this variablealsamificant impact on the survival and
growth of rural SMEs in KZN. Therefore, the hypothesis on this variable is accepted. The
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observed findings were significantly different from expected frequendme other words, this
result was statistically significant and was not due to chance. The scientific statistical analysis for

this variablas presented iffAppendix 5 and Appendix 6).

5.134 Experience and business growth

Bouazzal Ardjouman and Abada (2015) indicate that SMEs growth is affected by human
resources capacities. This problem is also emphasis@tfgra and Kabongo (2009) and Okpara
(2011)that a lack of management experience in SMEs hinder their success. Therefore, this study
set ut to étermine if this is the situation with regard to rural SMEs in KZN.

The findingsshow thatl9 (15 percent) an@8 (22 percent)of the respondents strongly agreed and
agreed, respectivelyyith the statement that businesds hire experienced peopM/hile 21 (17
percent)were neutral 37 (29 percent) and22 (17 percent)of the respondentdisagred and

strongly disagreed, respectively with the statemegu(e 557)

Figure 5.57:Experience and business growth
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A correlationanalysis of the results was performed to deterniitieeir businessshaveacquired

the experience for business survival and growth of SME in rural RAN.question was based on
the null hypothesis of uniformity of expected responses to questidre Pearson correlation
analysisresultsindicate that(X* =.688 df= 1.34291 P = .0@) for this variable. These results
mean that this variable hasignificant impact on the survival and growth of rural SMEs in KZN.
Therefore, the hypothesis on this val&is accepted. The observed findings were significantly

different from expected frequencies. In other words, this result was statistically significant and
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was not due to chance. The scientific statistical analysis for this vaisagirksented ifApperdix
5 and Appendix 6).

5.13.5Summary/Conclusion: rural entrepreneurial resources

It was found that rural SMEs operating time ®uthern region ofural KZN have employed
individuals educated tdertiary degredevel. However, they daot employ many people who
might have retired from different companies.

5.14 ASPECTS OFNETWORK RESOURCES FOR THE BUSINESS

Pooe and Mafini (2012:9009) indicate that the improvement of networking between business
leaders has been suggested as an appropriate bustiuesgre that can improve business in the
rural areas of South Africa. This idea is supported by Melville and Saayman (2012938%vho
state that networking plays an i mportant r o
operating in informalsettings, such as those of rural entrepreneurs, and thus builds strong
relationships with other business people, in order to survive and to enhance their competitiveness.
The findingsshow that30 (24 percent) an®8 (30 percent)of the respondents strdggagree:
andagreed respectivelywith the statement thdtusinesses, network with formal professio

to source new business ideas. While 26 g2ficent)were neutral 20 (16 percent) andL3 (1C
percent)of the respondentdisagred and strongly disaged, respectively with the staten

(Figure 558).

Figure 5.58 Sourcing new ideas via business networks
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A correlation analysis of the results was performed to deterihibasinesesnetwork with
formal professionalto source new business idd@sve an influence on the SMEs survival and
growth in rural KZN.The question was based on the null hypothesis of uniformity of expected
responses to questi®nThe Pearson correlation analysissultsindicate that(X* = 557 df=
1.28702 P = .0@) for this variable.Therefore, the hypothesis on this variable is accepted. The
observed findings were significantly different from expected frequencies. In other words, this
result was statistically significant and was not due to chance. The scientificcatbéintilysis for

this variablas presented ifAppendix 5 and Appendix 6).

5.14.1 Stakeholder communication for ideas and growth

Roper and Hart (2013) suggest the need for partneyshipregionalised delivery and the

potential value of holistic support for sustained growth among SMEs. Therefore, thisettudy

out todeterminewhetherthisis anissuein the rural context.

The majority of the responder29 (23 percent) an®8 (30 percent)strongly agreed ancgree,
respectivelythat dayi to-day talks with stakeholders within the business helped in sales growth,
by contributing better business idedgss thana quarterof the respondent28 (22 percent)
remaired neutra) while very few respondentd.9 (15 percent)and 13 (10 percentjisagred and
strongly disagreed, respectively, witle statemer(fFigure 559).

Figure 5.59 Stakeholder communication for ideas and growth
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A correlation analysis of the results was performed to determine iftadgy talks with
stakeholders within the business helped in sales growth, by contributing better business ideas

having aninfluence on the survival and growth of rural SMEs in KZAMe question was based
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on the null hypothesis of uniformity of expected responses to questions. The Pearson correlation
analysis results shows that’X.676; df= 1.27404; P = .000) for this variablderefore, the
hypothesis on this variable is acceptéte observed findings were significantly different from
expected frequencies. In other words, this result was statistically significant and was not due to
chance. The scientific statistical analysis for this variablpresented in(Appendix 5 and

Appendx 6).
5.14.2 Business ideas and employee training

Accorditng to Shiryan Sheeand Stewart (2012:46) organisational training generally defines
knowledge transfer by profitability outcomes, including cost reduction and quality assuraisce.
means that the performance of business is directly related to employee training. Therefore, it was
also important to look at this matter with regard to rural SMEs survival and growth.

It was found thaimost respondent26 (21 percent) and28 (22 percent) strongly agreed and
agreed respectivelywith the statement thahe employees of businesses attend seminars and
workshops to gain more business idddswever,23 (18 percent) of the respondents rengn
neutralto the statement. The numbers ofpesdentsdisagreeing and strongly disagreeihat
businessd employees attend seminar were8n(@8 wor
percent) and.5 (12 percent) respectivelyFigure5.60).

Figure 5.6Q Business ideas and employee training
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A correlation analysis of the results was performed to deterihitie employees of businesses

attend seminars and workshops to gain more business ideas has impacted on the survival an
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growth of SMEs in rural KZNThe question was based on the null hypathes uniformity of
expected responses to quessiohhe Pearson correlation analygissultsshow that(X? = 596

df= 1.33698 P=.0M) for this variable.These results mean that this variable hasgnificant
impact on the survival and growth of rural SMEs in KZN. Therefore, the hypothesis on this
variable is accepted. The observed findings were significantly different from expected
frequencies. In other words, this result was statistically segmif and was not due to chance. The

scientific statistical analysis for this varialidepresented ifAppendix 5 and Appendix 6).

5.14.3 Ideas from social media and growtho achieve business growth

Omer(2015) believes that the role of internet famb in identifying the differences and the space

to i mprove for the future specifically in
Therefore, this study set out to explore the use of social media to achieve business growth in the
rural context.

The findingsshow thatthe majority of respondent28 (22 percent) and8 (30 percentstrongly

agreed anagreed respectivelywith the statement that their businessss forms of social media

to find business ideas for growth. While @Bl percent)of the respondents remainedutral, a

few, 22 (17 percent) and.3 (10 percent) disagrekand strongly disagreed, respectively with the
statementKigure 561).

Figure 5.61 The business uses forms of social media to find business ideas for growth
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A correlation analysis of the results was performed to determiheiif businesses use forms of
social media to find business ideas $oirvival andgrowth of SMEs in KZN The question was

based on the null hypothesis of uniformity of expected responsgsetstiors. The Pearson
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correlation analysisesultsindicate thaf{X?=.596, df=1.33698 P = .0®) for this variable These
results mean that this variable hasignificant impact on the survival and growth of rural SMEs

in KZN. Therefore, the hypothesmn this variable is accepted. The observed findings were
significantly different from expected frequencies. In other words, this result was statistically
significant and was not due to chance. The scientific statistical analysis for this vasiable

presated in(Appendix 5 and Appendix 6).
5.14.4 Friends in business networks for idea generation

Ludmila and Stanislava(2015:113) indicate that a lack of resources which can be used from
companyods business new or of suppliers and
This study set out to investigate if this is an issue in rural SMEs in KZN.nTdjerity of
respondents, 484 percent) and 38 (48 percent) strongly agreed and agreed with the statement
that their businesses network with friends in the business circle to gain morel#tl€bk percent)

were neutrglwhile a few 13 (10 percent) and nine (seven percent) desajand strongly agreed,
respectively Figure5.62).

Figure 5.62: Friends in business networks for idea generation
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A correlation analysis of the results was performed to determine if their businesses network with
friends in the business circle to gamore ideas haan influence on survival and growth of
SMEs in rural KZN. The question was based on the null hypothesis of uniformity of expected
responses to questions. The Pearson correlation analysis results show?that6p0; df=
1.21324; P = .000pr this variable. These results mean that this variabla sigmificant impact

on the survival and growth of rural SMEs in KZN. Therefore, the hypothesis on this variable is
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accepted. The observed findings were significantly different from exp&etakncies. In other

words, this result was statistically significant and was not due to chance. The scientific statistical

analysis for this variablis presented itfAppendix 5 and Appendix 6).

5.14.5Summary/Conclusion: aspects of rural entrepreneurinetwork resources

It was found thathe majority of the respondents use business networks with friends im the

business circle to gain more ideas. They also network with other formal professionals to source

new business idealm addition,they use diierent forms of social media to find business ideas.

The following section will cover the more statistical analysis of this study. The section will cover
inferential statistics which was done by analysing all variables under each theme, this was
ensuringthat all objectives are addressed and the variables included in the questionnaire were

properly analysed. This was performed in order to understand the normal tests for dimensions

including mean and standard deviation dimensioomparison of dimensionas well asmean

ranks of dimensios

5.14 .6Inferential statistics

Normal test for dimensions

One-Sample Kolmogorov-Smirnov Test

Test
N Statistic p
a Business characteristics 127 137 .000°
b Entrepreneurial characteristics 127 477 .000°
¢ Personal attitudes of rural entrepreneurs 127 .150 .000°
d Rural entrepreneurial orientation growth of business 127 .158 .000°
e External environmental factors 127 132 .000°
f Internal environmental factors 127 124 .000°
g Institutional barriers 127 114 .000°
h Financial barriers 127 122 .000°
i Social barriers 127 176 .000°
j Indicators of rural entrepreneurial resources 127 110 .001°
k Network resources 127 .145 .000°

c. Lilliefors Significance Correction.
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The results of the OrBampleKolmogoro+Smirnov Test reflect that the dimensions do not
follow a normal distribution; hence ngrarametric tests will be used for inferential testing.

Mean and standard deviation

Mean & Std deviation of the dimensions

Std.

N Minimum | Maximum Mean Deviation
a Business characteristics 127 1.00 5.00 3.6929 .80629
b Entrepreneurial characteristics 127 1.00 5.00 3.9528 .67190
¢ Personal attitudes of rural entrepreneurs 127 1.00 5.00 3.7930 .82434
d Rural entrepreneurial orientation growth of business 127 1.00 5.00 3.6850 .79383
e External environmental factors 127 1.00 5.00 3.5774 .93076
f Internal environmental factors 127 1.00 5.00 3.3591 1.04208
g Institutional barriers 127 1.00 5.00 3.5575 .89996
h Financial barriers 127 1.00 5.00 3.6824 .92806
i Social barriers 127 1.00 5.00 3.5244 1.06962
j Indicators of rural entrepreneurial resources 127 1.00 5.00 3.0961 1.09221
k Network resources 127 1.00 5.00 3.4205 1.05374
Valid N (listwise) 127

There is a high level of agreement with regards to the items relatimgsiness characteristics
with the standard deviation indicating that some deviation about the mean exibissifoess
characteristics

A similar explanation as above for b to earnd h.

There is a moderate level of agreement with regards to the items relatimgtetoal
environmental factorgvith the standard deviation indicating a large deviation about the mean for
internal environmental factors

There is a high level of agreemewith regards to the items relating $ocial barriers with the
standard deviation indicating a large deviation about the meaodaid barriers.

There is a moderate level of agreement regarthdgcators of rural entrepreneurial resources
with the stadard deviation indicating a large deviation about the meamnfticators of rural
entrepreneurial resources

There is a moderate level of agreement regardetgork resourcesvith the standard deviation
indicating a large deviation about the meannetwork resources
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Mean & Std. deviation of dimensions by business location

Situated Situated Mean Std. Deviation M
a Business characteristics  Harding (uMuziwabantu) 3.6373 .G5425 34
[xopo (ubuhlebezwe) 3.7083 92556 16
Underberg (Sisanke) 42458 48484 18
Zingolweni 3.8333 62939 24
Uhzimkhulu 3.3333 TN3T 34
Total 3.6829 50629 127
b Entrepreneurial Harding (uMuziwabantu) 3.9608 8107 34
characteristics [xopo (ubuhlebezwe) 41148 A7030 18
Underberg (Sisonke) 3.0474 82225 19
Zingolweni 3.9653 BEETE 24
Uhzimkhulu 3.0827 BE1TS 34
Total 3.9528 &7190 127
cPersonal atitudes of rural Harding (uMuziwabantu) 37143 833380 34
ENtreprensurs lxopo (ubuhlebezwe) 3.7054 1.01213 18
Underberg (Sisonke) 3.8421 04803 19
Zingolweni 3.8060 69000 24
Uhzimkhulu 3.8183 T1585 34
Total 3.7830 2434 127
d Rural entrepreneurial Harding (uMuziwabantu) 3.5809 83643 34
orientation  growth  of |xopo (ubuhlebezwe) 3.6406 52632 16
business Underberg (Sisonke) 3.5280 89773 19
Zingolweni 3.0645 74311 24
UMzimkhulu 3.602% BET4T 34
Total 3.6650 79363 127
e External environmental Harding (uMuziwabantu) 3.4804 877eT 34
factars lxopo (ubuhlebezwe) 3.5479 78344 16
Underberg (Sisonke) 3.9211 82284 19
Zingolweni 3.0659 81748 24
Uhzimkhulu 3.0882 83118 34
Total 127

Situated Situated Mean Std. Deviation M
f Intermal enviromnmental Harding (uMuziwabantu) 3.3524 1.03674 34
factars Ixopo (ubuhlebezwe) 3.8500 .T367E 16
Underberg (Sisonke) 3.7474 1.03030 19
Zingolweni 3.6563 851556 24
UMzimkhulu 26785 SEETT 34
Total 3.3581 1.04203 127
g Institutional barriers Harding {uMuziwabantu) 3.5382 B4316 34
Ixopo (ubuhlebezwe) 3 5500 55154 16
Underberg (Sisonke) 3.6000 1.14310 19
Zingolweni 3.6033 AT062 24
UMzimkhulu 347G 71243 34
Total 3 5575 B9BYE 127
h Financial barriers Harding {uMuziwabantu} 3. 5580 1.01083 34
Ixopo (ubuhlebezwe) 3.8953 B8255 18
Underberg (Sisonke) 3.9298 84580 19
Zingolweni 3.7847 Sre14 24
UMzimkhulu 3.4555 74118 34
Total 3.6824 S2806 127
i Social barriers Harding {uMuziwabantu} 3. 4000 1.196597 34
Ixopo (ubuhlebezwe) 37375 51842 18
Underberg (Sisonke) 3.8211 38918 19
Zingolweni 3.6833 1.18823 24
UMzimkhulu 3.2471 B6o02 34
Total 3.5244 1.06962 127
i Indicators of rural Harding (uMuziwabantu} 2.8882 1.09897 34
entrepreneurial resources  |xopao (ubuhlebezwe) 3. Oo0e0e 1.04563 16
Underberg (Sisonke) 35789 1.08709 19
Zingolweni 3.0250 1.08793 24
UMzimkhulu 31254 1.09199 34
Total 3.0961 1.08221 127
k Metwork resources Harding (uMuziwabantu) 34176 1.06298 34
Ixepo (ubuhlebezwe) 3.6500 T4655 16
Underberg (Sisonke) 38211 81383 19
Zingolweni 3.4917 1.12672 24
UmMzimkhulu 3.0412 1.11059 34
Total 34205 1.05374 127
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Kruskal -Wallis anaovatest

Comparison of dimensions between categories of region that the business is situated

using the Kruskal-Wallis anova test

Test Statistics®”

Chi-Square df p
a Business characteristics 20.552 4 .000
b Entrepreneurial characteristics 3.133 4 .536
¢ Personal attitudes of rural entrepreneurs 731 4 .947
d Rural entrepreneurial orientation growth of business 2.638 4 .620
e External environmental factors 18.112 4 .001
f Internal environmental factors 21.496 4 .000
g Institutional barriers 2.834 4 .586
h Financial barriers 6.261 4 .180
i Social barriers 5.862 4 .210
j Indicators of rural entrepreneurial resources 4.791 4 .309
k Network resources 8.298 4 .081

a. Kruskal Wallis Test

b. Grouping Variable: Situated

The results of th&ruskalWallis test reflect that the dimension dbusinesscharacteristics
differs significantly between regions at the 95% level of significance (p<0.05). The mean
ranks and the mean scores in the tables that follow reflect that those in Underbettgehave
highest level of agreement regarding business characteristics followed by Zingolweni, Ixopo

and Harding. Those in Umzinkhulu have the lowest level of agreement.

The results of the Krusk&Vallis test reflect that the dimension ofxternal environmertal
factors differs significantly between regions at the 95% level of significance (p<0.05). The
mean ranks in the table that follows reflect that those in Ixopo (ubuhlebezwe), Underberg
(Sisonke) and ZingolweniUnderberg have higher levels of agreenamthbse in Harding

or Umzinkhulu. Those in Umzinkhulu have the lowest level of agreement.
The results of the Krusk&Vallis test reflec that the dimension aiternalenvironmental
factors differs significantly between regions at the 95% level ofifsignce (p<0.05). The

mean ranks in the table that follsweflect that those in Ixopo (ubuhlebezwe), Underberg
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(Sisonke) and ZingolweniUnderberg have higher levels of agreement than those in Harding

or Umzinkhulu. Those in Umzinkhulu have the lowestlef agreement.

None of the other dimensions are significant at the 95% level of significance (p>0.05).

Comparison of dimensions between categories ofvnership using the Kruskal-Wallis

anova test

Test Statistics®”

Chi-Square df

al_new Business characteristics 1.303 2 521
b Entrepreneurial characteristics 21 2 .941
¢ Personal attitudes of rural entrepreneurs .603 2 .740
d Rural entrepreneurial orientation growth of

business .278 2 .870
e External environmental factors 6.765 2 .034
f Internal environmental factors 4.397 2 111
g Institutional barriers 3.360 2 .186
h Financial barriers 4.433 2 .109
i Social barriers 423 2 .809
j Indicators of rural entrepreneurial resources 4.758 2 .093
k Network resources .036 2 .982

a. Kruskal Wallis Test

b. Grouping Variable: Owned

The results of the KruskaWallis test reflect that the dimension ofxternal environmental

factors differs significantly between types of ownership at the 95% level of significance

(p<0.05). The mean ranks atite mean scores in the tables that follmflect thatsole
owners have the highest level of agreement regarekigrnal environmental factors
followed bypartnerships and jointly owndilisinesses

None of the other dimensions are significant at the 384l lof significance (p>0.05).
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Mean ranks of dimensions byOwnership

| Orwned

Crwned M Mean Rank M| MesnRank
g Business characteristics  Parnership 41 g9.21 |iSocial bamers Partnership #1 62.87
Manager of the business and sole owner 70 51.08 Manager of the business and sole owner 70 65.68
Manager of the business and jointly owned 16 53 44 Manager of the business and jointly owned 16 59.56
Total 127 Total 127
b Entreprensurial Parnership 41 52 57 |1 Indicators of  rural Parnership 41 §9.78
characteristics Manager of the business and sole ownar 7O 64.35 |entrepreneunial resources  Manager of the business and sole owner o 57.84
Manager of the business and jointly owned 16 55.06 Manager of the business and jointly owned 16 76.16
Total 127 Total 127
© Personal attitudes of rural Partnership 41 64.72 |k Network resources Partnership 41 63.37
entrepreneurs Manager of the business and =sole owner 70 65.09 Manager of the business and sole owner TO 54.05
Manager of the business and jointly owned 16 738 Manager of the business and jointly owned 16 65.41
Tatal 127 Total 127
d FRural entrepreneursl Parnership 41 51.65
orientation  growth  of Manager of the business and sole owner T 54 83
business Manager of the business and jointly owned 16 66.41
Total 127
e Extemal enwvironmental Partnership 41 50.98
factors Manager of the business and sole owner T 7021
Manager of the business and jointly owned 16 44 59
Total 127
f Intemal environmentsl Parnership 41 58.TH
factors Manager of the business and =sole owner T 59.59
Manager of the business and jointly owned 16 50.31
Total 127
a Institutional bamiars Partnership 41 7.55
Manager of the business and sale owner T 69.36
Manager of the business and jointly owned 16 57.06
Total 127
h Financisl bamears Partnership 41 §2.39
Manager of the business and sole owner T 6&.69
Manager of the business and jointly owned 16 47.58

Total

167




Comparison of dimensions between categories géars in operationusing the Kruskal-

Wallis anova test

Test Statistics®”

Chi-Square df p

al_new Business characteristics 6.411 4 .170
b Entrepreneurial characteristics 2.151 4 .708
¢ Personal attitudes of rural entrepreneurs 3.965 4 411
d Rural entrepreneurial orientation growth of

buSiness .844 4 .933
e External environmental factors 7.712 4 .103
f Internal environmental factors 10.056 4 .039
g Institutional barriers 6.869 4 .143
h Financial barriers .891 4 .926
i Social barriers 5.259 4 .262
j Indicators of rural entrepreneurial resources 2.025 4 731
k Network resources .793 4 .939

a. Kruskal Wallis Test

b. Grouping Variable: Years

The results of the Krusk&Vallis test reflect that the dimension iofternal environmental
factors differs significantly between years in operation at the 95% level of significance
(p<0.05). The mean ranks and the mean scores in the tables that follow reflects that those
with 1-2 years of operation have the highest levehgreement, followed by those with less

than a year in operation atttenthose with more than 10 years in operation.

None of the other dimensions are significant at the 95% level of significance (p>0.05).
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M ean ranks of dimensions by years in operation
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