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Abstract: Unemployment is a global concern; therefore many developing countries focus on
entrepreneurship development and small business promotion as a possible solution. Entrepreneurs are
regarded as drivers of the economy as they not only provide income for themselves but also create job
opportunities for other people. The South African Government focuses on job creation as a priority, involving
many strategies and policies. However, many marginalised and impoverished people still do not benefit from
these policies. The central purpose of this article is to analyse poor people’s perceptions of the role of
government in creating jobs and assistance in providing entrepreneurial skills training and support. A socio-
economic household survey, consisting of approximately 3200 households, was conducted within various
areas in the Metsimaholo, Moghaka, Ngwathe and Mafube Local Municipalities, all located in the rural
Northern Free State region in South Africa. Results of the survey show that 68.3% of participants feel that
government is not doing enough to create jobs while a total of 49.1% indicated that government could assist
in job creation by providing entrepreneurial skills training. A total of 56.2% indicated that they would like to
open a small business. Improved government support and initiatives could lead to many poor households
generating their own income through entrepreneurial activities.
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1. Introduction

Over the years, various constraints that affect many developing countries, including South Africa, have been
identified. Of the main problems, the three that are linked are unemployment, leading to poverty, which
ultimately causes inequality in communities and countries (Phillips, Moos & Nieman, 2014; The National
Planning Commission, 2012). In trying to resolve these issues and as a result of failure to absorb job seekers
in the public and private sectors, many South African policies are aimed at supporting development of small
businesses and entrepreneurship. A considerable number of researchers and policy makers regard
entrepreneurship as a link to sustained and increased economic development and growth. Entrepreneurship
and small business development is not only a priority in developing countries but also in developed countries
because it is perceived as a driver of accelerated economic growth. Developing countries need
entrepreneurial enabling environments and lenient regulations to stimulate new business development,
thereby ultimately creating new employment opportunities (Kroon, 2002; Botha, Nieman & van Vuuren,
2007; Sivvam, 2012; Ambrish, 2014; Phillips, Moos & Nieman, 2014). The South African Government has
devoted vast amounts of resources in supporting entrepreneurs and small businesses since 1994. Despite
this, South Africa was rated 35t out of the 54 countries participating in the Global Entrepreneurship Monitor
(GEM) in 2009 and dropped to 53t out of 70 countries in the 2014 report (Herrington, Kew & Kew, 2009;
Herrington, Kew & Kew, 2015). In addition, South Africa’s reported early-stage entrepreneurial activity (TEA)
rate is also performing poorly, well below the average. Government development efforts should include
financial and non-financial support, especially to previously disadvantaged groups and marginal
communities. The aim of this article is therefore to analyse poor people’s perceptions of the role of
government in creating jobs and assistance with entrepreneurial skills training and support in their
communities.



2. Literature Review

No consensus exists on how or when government should intervene in the economy or to what extent any
interventions should be implemented. But one certainty is that developing countries and struggling
communities should be assisted with sustainable methods to support themselves (Koven & Lyons, 2003).
Entrepreneurship and small business development should be considered one of the tools or methods within a
Local Economic Development (LED) strategy (Meyer, 2013; Meyer, 2014) to achieve this. Never before has
entrepreneurship been more important than it is currently. Entrepreneurs are fundamentally creators of new
employment and wealth. In addition, they also address and often resolve challenges which societies face
across the globe. Entrepreneurs are innovative and creative and they come in all shapes and sizes (WEF,
2011). As Rania Al Abdullah stated at the Global Education Initiative private meeting in Davos in 2007,
“society faces a strong need to encourage people to practice believing the unbelievable, using imagination and
courage and tapping into the inner entrepreneur”. She added that with the right skills and mind-set
entrepreneurs can be created even outside of the formal education system (WEF, 2007).The Department of
Rural Development and Land Reform (2010) concurs, indicating that support for local entrepreneurship and
leadership is needed in rural areas to strengthen linkages with the main economic hubs, improve income
levels and address the poverty and quality of life in such areas. The development potential of rural towns is
determined by several factors: diversity of local culture, geography and terrain, complexity and level of the
local economic systems, access to technology, quality of local leaders and level of entrepreneurship (Meyer,
2013). Many impoverished people living in rural areas lack the necessary resources in order to successfully
start and manage a small business. These resources include, but are not limited to, education, skills, training,
access to credit and lack of basic infrastructure (Field, Jayachandran & Pande, 2010). In addition to this,
indigent rural women are even more disadvantaged by other barriers and challenges, such as lack of business
management sKills, inter-role conflict, high risk averseness, lack of female role models, inequality and gender
bias, lack of confidence as well as the pressure of child care (Kock, 2008; Lebakeng, 2008).

Definitions: Many different definitions have been developed over the years to explain the term
“entrepreneurship”. In an earlier definition from the early 1930’s (cited in De Bruin, Brush & Welter, 2006)
“entrepreneurs” are described as those who “create new combinations, new markets, and product or
distribution systems”. More recently, entrepreneurs were described as people who added value and wealth
by creating new processes and developing new ideas, assembling resources and taking action to make things
happen (Ambrish, 2014). Some of the traits frequently associated with entrepreneurs include being risk
takers, being innovative, exploiting opportunities, being success driven, thinking outside of the box as well as
being creative and optimistic. Various definitions also exist for the term “small business” and are linked to
factors such as size, the country the enterprise is situated in, annual turnover, number of employees and even
the industry or sector within which the business falls. But consensus exists that it is an independently or
privately owned and operated business forming part of a specific economic sector. Small businesses are often
referred as suppliers of specific needs within a community (SBA, 2015) and are considered important
contributors to LED. The South African Revenue Service even provides a zero tax rate for small businesses
registered as a Small Business Corporation (SBC) and complying with certain criteria up to a taxable annual
income of R73 650(approximately $5877.80 at R12.53 per $) in order to assist with growth potential (SARS,
2015). No clear or generally acceptable definition of “rural” exists, but this could be classified as an area
where human settlements and infrastructure occupy only small portions of the landscape and consist of up to
10 000 people (Gauteng Department of Agriculture and Rural Development, 2011).“Poverty” is defined as “a
situation where an individual lacks command over commodities that are deemed essential to realise a
reasonable standard of living” (World Bank, 2001). Poverty can further be described as an absence of income
which results in inadequate health, housing, education and access to resources and basic services (Meyer,
2013).

The role of government in economic development: Meyer (2013) opines that the role of the government
in development includes various aspects. These include, but are not limited to, ensuring a stable political
environment, policy implementation, good governance, support and assistance with creation of employment,
as well as provision of social grants and support to poor communities. Vidovic (2014) adds to this perspective
by indicating that the state or government performs three main functions: distribution, stabilisation and
allocation. A key role of government in development is creating an enabling environment for the local
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communities and private sector to flourish and be successful (Phillips, Moos & Nieman, 2014). This can only
be achieved by strong leadership and coordination. Another important contributor to development is skills
training; government could assist local entrepreneurs to start small businesses by undertaking research in
product development. As the local government is the sphere of government nearest to rural communities, it
should play the most involved role including facilitation, coordination, stimulator, enabler and even
developer. In addition to this, further assistance should be provided in the form of one-stop-information
centres, marketing the region, providing incubators, job centres and skills development (Meyer, 2013). In an
attempt to develop entrepreneurship, the South African government entrusted the Department of Trade and
Industry with synchronising important features of implementation filtering from government support
strategies (Phillips, Moos & Nieman, 2014). According to Rogerson (2004) the South African government has
done a very good job in creating supporting policies and has put in vast amounts of resources to support
small business but the implementation of these policies are questionable.

Support to small businesses and entrepreneurs: Since 1994, as mentioned the South African government
has invested immense resources in order to assist entrepreneurs and small businesses, especially in
previously disadvantaged and marginal communities. Some of these entrepreneurial initiatives to create an
enabling environment for new entrepreneurs include the Small Enterprise Development Agency (SEDA), the
Gauteng Enterprise Propeller (GEP), the Small Enterprise Finance Agency (SEFA), and the National
Empowerment Fund (NEF) (SEDA, 2015; GEP, 2015; SEFA, 2015; NEF, 2015). Contrary to this, many
obstacles also exist that hinder an easy start up for entrepreneurs and small business success. These include
rigorous labour and tax laws and unnecessary red tape when registering a new business. As a result of the
limited success of government programmes many private businesses and other groups have also started
programmes to support entrepreneurs.

3. Methodology

Sample: The sample for this study consisted of rural poor people residing in various areas in the
Metsimaholo Local Municipality, Moghaka Local Municipality, Ngwathe Local Municipality and Mafube Local
Municipality, all located in the northern Free State Province, South Africa. Criteria for selecting the
respondents were that they had to be residing in a rural and impoverished area or township. The following
townships were selected for the household survey conducted during 2013:Moakeng (Kroonstad),
Rammulotsi (Viljoenskroon), and Matlwangtlwang (Steynsrus),all situated in the Moghaka local municipal
area; Zamdela (Sasolburg), Refengkgotso (Deneysville), and Metsimaholo (Oranjeville),situated in the
Metsimaholo municipal area; Namahadi (Frankfort), Qalabotjha (Villiers), Ntswanatsati (Cornelia), and
Mafahlaneng (Tweeling),situated in the Mafube local municipal area. Towns situated in the Ngwathe
municipal area include Tumahole (Parys), Phiritona (Heilbron), Makwallo (Vredefort), Ngwathe (Edenville),
and Kwawatsi (Koppies).

Sampling method: The data was collected per household using a community survey method. Layout plans of
all the areas surveyed were collected from the various municipalities in order to determine the sample
stratification regarding the geographical distribution and concentration of households in the area. The
questionnaire was designed with an electronic answer sheet for ease of capturing.

Research instrument and method: A questionnaire was designed after in-depth literature reviews and a
comparison of similar studies’ questionnaires. This comprised predominantly closed-ended, multiple-choice
questions in order to simplify the data analysis process. The questionnaire was pre-tested, after which the
contents were finalised. Field workers were trained to complete the survey with the respondents from the
various households, and a total of 3208 households were interviewed. Each member in the household was
interviewed to determine their employment status, income, skills, preferences to employment etc. The survey
data was analysed by means of SPSS. The focus was placed on levels of poverty, skills and perceptions of local
government in rural communities. However, for this article only the data from questions pertaining to
respondent’s perception of government support towards small business and entrepreneurial assistance was
used.



4., Results and Discussion

During the data collection process 3208 questionnaires were collected from various communities and
townships in the northern Free State area. This province is also known as the central province of South Africa
and covers approximately 10.6% of the total area of the country. The Free State consists of five district
municipalities; this study is focused on one of these: the Fezile Dabi District Municipality. This municipality
consists of four local municipalities: the Ngwathe, Moghaka, Metsimaholo and Mafube Local Municipalities. It
is considered an important agricultural and industrial area, containing major environmental features such as
the Vaal River, the Vredefort Dome and the Vaal Dam (Meyer, 2013). Table 1 summarises some key
components of general information regarding the area.

Table 1: Summary of general information

A A b Average Average number Average
Formal hveraie 1d fveraﬁf-)l d number  imber of of unemployed household
Municipal area dwellings Si(;l;se o :cho:;ll ren :: employed people looking for income per
(%) (members) household P people per work per month
household household (R)
Fezile Dabi DM 75.9 3.73 1.28 0.68 1.12 1404
Moghaka LM 68.6 3.66 1.18 0.51 1.18 1191
Mafube LM 80.2 4.01 1.55 0.51 1.34 1196
Metsimaholo 79.6 3.57 1.18 0.82 1.12 1590
LM
Ngwathe LM 73.7 3.93 1.39 0.61 1.15 854

Source: Meyer, 2013

From Table 1, it is evident that the areas under discussion are considered poor with an average income of
only R1 404 (approximately $112.1) per household per month. If divided by the average household size, this
amount equates to a mere R376.40 (approximately $30.04) per person per month which is below the poverty
line of $1.25 per day. Many different calculations have been performed to determine the level of poverty and
minimum amounts deemed adequate to live a quality life, ranging from $1.00 to $2.50 per person per day
(Ravallion, 2010), but the most common rate used as per the World Bank is set at $1.25 per person per day
(Meyer, 2013). At the current rand/dollar conversion rate (R12.53 per $1 as per date of completing this
article), $1.25 equates to approximately R15.66 per day. Multiply this by an average of 30 days and the
poverty line can be set at approximately R469.80 per person per month. From the data it is also evident that
more people per household are unemployed and seeking employment than those who are actually working
and generating an income. In addition to Table 1, the average number of youths (15-24 years old) in the total
region who is not working per household was calculated at 0.55. With the current youth unemployment rate
at above 50 percent in South Africa, this figure adds to the globally growing concern over youth
unemployment issues (StatsSA, 2015). The survey further found that the skills of the unemployed people who
participated were predominantly in the farming/gardening and catering/cooking industries, followed by the
building/construction and retail/selling sectors. Table 2 indicates the level of entrepreneurial intent
regarding whether or not respondents want to open a small business.

Table 2: Entrepreneurial intent per municipal area

Respondents who Respondents who do Respondents who

Municipal area N would like to open a not want to start a are uncertain (%)
small business (%) small business (%)

Fezile Dabi DM 3208 56.2 34.2 9.6

Moghaka LM 530 57.8 35.8 6.4

Mafube LM 270 51.7 45.2 3.1

Metsimaholo LM 1422 45.7 39.1 15.2

Ngwathe LM 986 72.8 22.4 4.8

Source: Own Compilation

Table 2 clearly indicates that respondents have entrepreneurial intent as 56.2 percent of all respondents
replied that they would like to start a small business in the region. Metsimaholo Local Municipality (LM)



recorded the lowest intent at 45.7 percent and Ngwathe LM the highest with 72.8 percent. An effort should be
made to involve these respondents in entrepreneurial development programmes and provide them with the
necessary assistance to possibly start a small business. In addition to asking respondents if they would like to
start a business, they were asked what type of business they would like to start. The responses were as
follows: 12.5 percent were interested in opening a farming or gardening business; 37 percent a retail/selling
business; within the catering and cooking sector, 20 percent; while 9.6 percent were interested in a sewing or
clothing business; 13.2 percent in the building, construction, electrician or plumbing industries, with 5.3
percent and 2.4 percent in the computing and steelwork/welding sectors respectively. Table 3 reflects the
opinions of respondents regarding the role the government is playing in creation of new job opportunities.
Respondents were asked if they thought that government is doing enough to create new jobs.

Table 3: Government’s role in creating new employment opportunities

Municipal Area Respondents who Respondents who Respondents who
N think that think that are uncertain (%)
government is not government is doing
doing enough (%)  enough (%)

Fezile Dabi DM 3208 68.3 18.7 13

Moghaka LM 530 57.1 29.8 13.1
Mafube LM 270 68.1 19.8 12.1
Metsimaholo LM 1422 72.4 16.2 11.4
Ngwathe LM 986 68.7 15.8 15.5

Source: Own Compilation

A total of 68.3 percent of respondents from households in the region were of the opinion that government is
not doing enough to assist in the creation of jobs and new employment opportunities while 18.7 percent feel
satisfied with the role government is playing. The Metsimaholo LM households are the least satisfied with the
local government’s role in job creation efforts while Moghaka LM are the most satisfied, but still generally
unsatisfied. Respondents were further asked how government could assist in the job creation process; a
summary of the results is listed in Table 4.

Table 4: Government’s assistance and support required

Municipal Skl.“s. Public works Pr(?v_u_ie Provide Assist  with Support
area N training projects (%) facilities land finance (%) co-ops
(%) (%) (%) (%)

Fezile Dabi DM 3208 49.1 33.6 5.0 4.0 3.1 3.8
Moghaka LM 530 58.5 27.2 4.0 2.5 1.5 4.4
Mafube LM 270 58.5 28.5 4.6 2.3 2.3 19
mmm"‘h"lo 2z s 412 5.7 4.1 2.4 1.5
Ngwathe LM 986 47.5 28.2 4.5 5.2 5.2 7.2

Source: Own Compilation

From Table 4, it is evident that all the areas under discussion have a strong need for skills training because all
reported a rate of above 40 percent, with Moghaka LM and Mafube LM being the highest at 58.5 percent. The
second most important resource requested by respondents was the development of new public works
projects, in other words projects financed and constructed by government in order to provide infrastructure
for various purposes to the community (APWA, 2015). These projects generally create large volumes of work
opportunities which are not sustainable over a long period as they are normally contract based. In a study
conducted by Thawala (2008) it was found that South African public works programmes were in many cases
not properly implemented and managed. These programmes do create employment and entrepreneurial
development, but at a very high cost to the taxpayers. Some problems arising from South African public
works programmes included lack of clear objectives and long-term vision; they are unsystematic and
fragmented; there are inappropriate administration processes and corruption; there is a lack of government
commitment as well as inadequate project maintenance (during and after); lack of training that should result
in long-term development; mostly politically driven with very little long-term sustainable employment being
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created. Respondents further indicated that they require facilities, land, finance and support for co-ops. What
was surprising was that respondents from all of the areas reported a very low need for finance. A possible
explanation for this could be that respondents feel that they first need to acquire skills so that using money
provided for starting a business would be wisely spent.

5. Conclusion and Recommendations

It is evident from the study that three of the main problems in the South African society: poverty,
unemployment and inequality, are prominent in the study region. Households that participated in the study
felt let down by government as they believe that government is not assisting enough in the creation of
employment opportunities. In general, the households have fewer people who are in employment than they
have who are actively seeking employment. The households are also very poor and in general earn less than
the $1.25 per day rate deemed adequate to live a quality life. A new poverty line of $2 per day is used in many
instances and this rate reveals the study group as even more impoverished than against the previous
measure. More than half of the households interviewed in the region would like to start a business and
require assistance predominantly in skills training from the government. One of the main challenges to rural
development is to disrupt the “vicious cycle of poverty”. This could to a certain extent be achieved by
providing poor communities the tools to help themselves. Entrepreneurship development should definitely
be considered as one of these tools. Other important factors to consider in rural development are improved
community development, improved leadership, more active citizenship and rising living standards through
economic opportunities. This can partly be achieved through entrepreneurship. Some possible
recommendations for improving job creation, entrepreneurship and small business development through
government initiatives in rural areas include:
e Economic development: focussing on projects in the region that may lead to economic development
and growth in employment opportunities
e (Creation of labour intensive projects: economic sectors that have the potential to create labour
intensive jobs should be supported
e (Creation of an enabling environment for local small businesses: this includes functions such as
provision of land, creation of development zones, provision of services and infrastructure, access to
finance, tax policies and incentives
e Local community involvement: if community members are involved to a certain extent in decision
making processes such as planning and implementation, it could create a sense of belonging and
social cohesion
e SKkills training and development: local people should be invited to special skills training workshops
provided for them in their area
e Support of local businesses: government should support local business initiatives by granting small
tenders such as infrastructure maintenance, grass cutting and other similar projects to
entrepreneurs in the specific area
e C(lustering of businesses: clustering of similar, interconnected and competitive industries could
lead to enhanced competition and new innovation
e Providing incubators and mentorship: building business incubators in the various areas and
providing mentorship to entrepreneurs and small business owners could accelerate growth potential
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