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Abstract -

This study focuses on the problems facing the development of the
small-scale business industries at Esikhawini in Kwazulu Natal
Province.

The first chapter brings forth the primary information about the small-
scale business as it started in other countries does. It came to South
Africa with the missionaries from Europe. Via the Mediterranean Sea as
their route until eventually reached Africa exchange of commodities
begun. The African continent has generally poor infrastructure and
‘because of illiteracy Europeans came to exploit African minerals and
took Africans into slavery. All that missionaries introduced was their
concern with literacy and religious instructions Missionaries failed to
develop an African entrepreneur class.

In chapter two-literature review shows that there are many problems
that hinder the development of the smali-scale business industries that
could not be developed the government. Other authors reveal that the
government failed to attend some of the problems because of the lack
of skills for running the small-scale business. The geographical location
of the business, as some of the business is located far from the source
‘of raw material is another factor. The competition among the small —
scale business further made them not to suppoit the communities.
Thus resulted in the decline of the small-scale business industries.

Chapter three of the study reveals the purposive sampling method that
was used in this study. It is because of its appropriateness to the
- study, that the data collection was done using self —administered
questionnaires. The questionnaires comprises both close and open-
ended questionnaires. They were distributed among the workers and
the owners of the small -scale business industries '

In chapter four the data collected was analyzed using tables and the
pie charts, in the data analysis the researcher found that the small
scale business industries at Esikhawini were owned by the single
untrained people, which contributes to their decline. Most of them
. know nothing about the running of the business and there is a lot of
competition among these business which is a further hindrance to the
development of this industry.



In Chapter five, the researcher recommens and concluded that the
problems facing the development of the small -scale business
industries is the global problem, because it is not centered at Kwazulu-
Natal Province only, but all the small-scale industries in the world
suffer from similar problems. The researcher suggests that the
government’s intervention through forming a department that would
deal with small-scale industries could make small-scale business
industries to develop to some considerable level.
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CHAPTER ONE

HISTORICAL BACKGROUND ON THE DEVELOPMENT OF THE

SMALL SCALE BUSINESS INDUSTRIES

Thé research_ discusses the problems facing the development of small-scale
business industries at Esikhawini Area in'KwaZulu-Natal Province. Small business
industries were deveioped during the 18" century in Eurdpe. During the early |
19" century th"emse came to be introduced in African, mainly to fhe north of the

. equatqr. The north of: Africa was the first to experience industrial development,

because of the Mediterranean Sea. European countries especially France used

the Mediterranean Sea as the Sea route to north Africa.

The African contihent has poor infrastructure, and because o.f illiteracy
| Europeans camé to Africa to exploit African mineralé to Europe and some African
/peg:ple,-as they were regarded as cheap labor. The people who were working in
tﬁe mines created by the Europeans needed to ha-ve something to eats the
, éxchange of commodities started. This business was called the local business.
Thé local business had an important role to play in the economic devélopment.
The slave businéss led to African corn.petition, and also the difficulty of obtaining
capital. Many governments in the northem.Africa are in fact reluctant to see the
gron of an independent entrepreheurial class, while some are beginning to

recognize the need for indigenous African entrepreneurship. Few of them v;rould



consider real ambitious programs that might. involve a major reallocation of
rescurces Education to nature Africans was introduted by the missionaries, who
were mainly concern with literacy and religious instruction. This led to the
development of colonial govemmehts.' Apart from missionary activities this was
primarily to support the localization and expansion of local business, but even
these advances could not significantly éccelerate the emergence of independent

entrepreneurial class. -

. Y ’ .
These new employers offer attractive material rewards, to prospective

entrepreneurs that need to be motivated towards self -employment, which needs
to be looked up as something better. These African businessmen who were
successful have broadened their horizons through contact with travelers working

with them for export (Ewing, 1968:62).

Dinwiddy (1974:8) argues thét the experience abroad which itself motivated
en;c';epreneurial:initi.ative in the person-was to show how other societies are
organized, and reveal possible business opportunities which might be exploited
at home, by other family members. The African businessmen are directly
constrained by their own managérial inadequacies, and the difficulty in retaining
| profit fof expansion, which means alt_hough these African business-man have the
knowledge from abrbad it was not adequate for them_ to maintain their small

scale business industries (Dinwiddy, 1974:8).



The problems facing the indigenous African entrépreneurs in different African
_countries are strictly similar. Basically these are seen to be difficulties of raising
capital 'a.nd obtaining credit, the lack of appropriéte knowledge, experience, skills
and thé presence of non—African competition. The first two of the problems the
financial and fhe intrinsically personal problem one characteristic of African
businessman, to progress. This is at all levels and in all countries. The lack of
cohmercia! and technical expertise, together with the coliective reputation of

Africans being—siow in"services and repay their debt, makes it difficult for African

Y

business-man to obtain either loans or credit through usual banking or trade
channels. But no African government yet seems to have attained any proficiency

in identifying these problems (Dinwiddy, 1974 8-9).

The African business-man’s failure to desire and maintain direct super\fision over
any éspects of their business, their failure to delegate significant responsibilities
() ;ubordinates or even to the extent that setting up a more fellow Africans,
ef%éctive!y limits théir.further expansion and directly leads to the financial crisis
and personal stress. The financial assistance cannot in itself provide a solution to
African buéiness problems, and that is an essential feature of any business

promotion programme. There must be a conscious attempt, and to identify, and

- counteract African entrepreneurial development (Ewing, 1968: 64-65).



Dinwinddy is (1974:10) government recognized, as has already been observed,
' th_at-’ fhe development of entrepreneurship has alsb been severely limited, by the
continued use or éxploitation of alien business communities, which became ﬁr.mly
entrenched during the colonial period. This means colonial govémments played a
sig-niﬁ_cant role in oppressing the develop.ment of small-scale business industries
in African countries. African business has so far been more directly affected by
competition in Vsnﬁalier concerns, mainly run by Europeans in West Africa.

The pioneers in African countryside had to do away with the policy of wait and

S

see, that was introduced by the Asians, and the remained jéalous guarding their
family and friends for job opportunities. They are pdlitica!ly insecure and socially
: se]f enclosedr to exp!oit the opportunities of the African state for bhsiness
deve!opme_nt..- For the African business td 'deveiop_ government action was
required in order to break into the Asia 'm_onopcl)ly, and this itself has not enabled
Africa to take off and take over where Asians left off (Ewing, 1968:73)

Dir;i:iddy (1974:10) emphasizes the point'tﬁatapart from their managerial
inexperience, Africans have to establish their own externa! business relationship
with their suppliers, their customers, and commercial banks and with one -
another, go-that their business would be able to prosper. They also have to
‘establish a working relationship with i‘heir governments although that is a

difficult task to do. In Ghana the indigenous entrepreneurs have suffered with



“the rest of private sector from the repeated changes in successive government

economic policies.

In other African countries, with less experienced civil servahts, African
businessmen have suffered from administrative inefficiencies and bottlenecks.
-They. also need to grapple with the complicated licensing and procedures
especially for irifiporting goods which they consider being an unreasonably strict
requirement cdéitem. Some small businessmen in Africa are often hampered by
petty regulations, whicii can only be tolerated by these governments because
they are not usually enforced on them. Goverriments.at times genuinely séeks
the prornotio‘n of African entrepreneuriai development which probably needs to

pay attention to improving the general business environment.

Al unnecessary restrictions to business activity must be removed, or select
indiv-idual entrepreneurs for special assistance. Governments need to improve
. their publicrelations as well. This would create a dimate, which is conducive to

spontaneous entrepreneurial development of to the designed and-

implenientation of successful business promotion programmes. (Ibid:10).

_'Although the African small scale _business industries existed before industrial
revolution, they faced a problem which made them fail to upiift the community

life and this resulted in their development being low and none al all.
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In South Africa indigenous people knew hothing about business. They depended
on hunting and gathering for their survival. With the coming of Europeans who |
wan.ted to discover Africa, Africans came to learn .of their trade. The Europeans
reached Cape colony and made a refreshment station there, met Asian ships to
get fresh fobd after a long distance travel. The exchange of cdmmo_dities began,
| that was the start of busihess. There was the arrival of British and Dutch settlers.
They built tr_te Dutch East India and Compahy in Cape Town. This created job
opportunities {‘6r Blacks, and there was a Land Act of 1913 that forced Blacks to

leave their indigenous areas to search for employment in the Dutch East India

Company.

Black people were put in the reserves. The reserves were the iabo_ur markets for
British settlers, where the Britishrg.ot their cheép labour and conducted slave
trade. This came as a result of the segregation policy initiated by the white
settlement. Blacks wére not allowed to use the same business with the white
pé;p'le, and they rather ésked White men to buy for them. This led to the
development of the small-scale business industries to support people in the
reserves, as the White settlers confiscated land that belongs to Blacks and their
livestock. The settlers allowed Blacks to cultivate land and surrender a share of
 their crop to the Goverﬁment (Coleman, 1983:4). Many White settlers took the

law into their hands and simply squatted on the state land. Squatting rights were

sold or bought and as if they were legal titles. This resulted in the farmers



participating in the money economy and were supposed to pay a title deed to

government (Ibid:5).

The {abour movement began as a source of lIabour in the infant colony in all
provinces. Europeans were not willing to use wage labour; they wanted to rely

on slave trade (Coleman 1983:10).

There was the i:liscovéry\of diamond that was discovered in Transvaal. As a

¥

result migrated from rural areas to search for jobs in Transvaal. This led to the
 development of townships Iike' Soweto and others. Social up!ifthent was
needed, small-scale business industries v;:ere created to meet some of the
community needs. Their bUs-inesses was not successful, because they lacked the
appropriate structures, and the White government oppressed their developme3nt
using some acts and policies. In spite of this, small-scale business industries

developed and there were a big companies operating in that area.

In Kimberley, the discovery of gold led to the labour movement, because Blacks
did not have land to conduct their subsistence economy and support their
families.  People wha lived in segregated areas needed sémething to fill théir

_ Etomachs, and they could not go to the white settlers’ stores to buy food. They
supported each other but the development failed because they were not paid

enough and that harmed the development of small scale business industries. In



KwaZulu-Natal brovince it came with_the plantation of sugar cane. The Nguni .
people flocked to the area next to sugar cane fields and info.rmally settled there.
Locations like UMlazi and KwaMashu were created due to the sugar cane
plantation, and thesé locations do not have any small scale buéiness‘industries
that have a backbone, because they have no financial support. Although the
small-scale business industries have an important role to play to uplift the
communities’ living standards, they fail to meet full requirements because of

problems that have made some of them to collapse.

The Esikhawini location came 3s a result of two giant companies namely, Allusaf
- and Richards Bay Minerals. Esikhawini is the labour market of these companies
~ where the firms draw their labour forces. This small-scale business has failed to

support the community, since it lacks all the necessary things to sustain them.

Tod-ay the government is busy preaching the gospel that people must develop
théiﬁselves. The ohiy way for someone to be independent and developed is
through making something to rely on, !iké a business. To own a business one

needs to have adeqi.iate funds and qualified staff.

Government is preaching, but fails to ir_hplement it like giving subsidy to the
people of the srnail-.scaie business for them to devélop, because these people or

the owners of ﬂ'i-e small business are not trained to run their businesses. So the



government was uncertain as to whether business owners would be able to -
return their money. The owners of the small-scale business industries know

nothing about trade. They are working to satisfy their family needs.

The insecurity of the small-scale business also led to the shortage of the funds té
assisf their development. Most of the small-scale business industries lack the
fixed property that would serve; as security should they faif to pay back their
borrowed monéﬁ. For this reason, the banks fail to aséist the owners of small
businesses. Banks are éfraid that they would operate at a loss by supporting

them if the business collapses.

1.2 STATEMENT OF THE PROBLEM

The problem about the small-scale businesses is the location of the
business itself. Some of the small-scale businesses are situated on the

-# veranda of anothe.r sﬁop, where people would have no interest 6f buying
. anything sold there, but to enter the "main shop”. The small scale
business industry, including those who do not have their own shelter or
office to operate and tuck shops, have some health effect, as people are
passing in front of it. These passer-bys bring dust and viruses, which may
harm any customer that buys such products. Other products are
pen'shablé that they lose their quality, as people do regularly not buy

them. The small-scale business industry usually sells the same products
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that create competition among them. Some of them are disposed to

- sunlight or rain, which may have an effect to human life.

AIMS OF THE STUDY

» Broadly these indicate the important roie which small-scale business
industry plays, in ublifting the standard of living of the poor people

around Esikhawini.

= On a larger-scale this is also to explore the role played by the

provincial government, 'in financially supporting small-scale business

industries for their ownself sustainability.

MOTIVATION OF THE STUDY

« Government neglected the small-scale business industries, but they are
persistent that people must develop themselves.
« Small-scale business industries can fight unemployment if their owners

could be well-trained and business is formally located.

GEOGRAPHIC AREA OF STUDY

The Esikhawini area is located between Empangeni town in the northern
KwaZulu-Natal province. It is very close to the N2 road to Durban. In

terms of kilometers, it is about 22km south east of Empangeni, and
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160km in the north of Durban and 22km south east of Richards Bay.
Esikhawini was established in the 1977 and the area is predominantly
occupied by Blacks, who are Nguni speakers. The population is about

60000 and the area is in to the north coast.

RESEARCH METHODOLOGY

- The researcher will use the survey research method in his study. This |

researcher will use both the closed and open-ended questionnaires.

o The researcher will use the dose-ended questionnaires to avoid the
unnecessary answers from the respondents. The open ended
questionnaires will be Qsed for the respondents to express their views
about sblutions to their problems |

s The résearcher will use the descriptive method as the method to
describe the problem facing the development of the small scale
business, as it is appropriate to elicit the information to thel
respondents_

« The researcher will distribute 50 questionnaires to the respondents for
data to be coliected. These questionnaires will be self administered.

» _ In analysing the data, the researcher will use both qua.ntitati've and

qualitative methods to analyse this data.
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THE VALUE OF THE STUDY

This study, hopef-ully,_ will bring to the Govenment's attention, of the need ’
to assist the development of the small scale business industries, because
those businesses form a basis of the economy in the country. The
Government must see to it that all the owners of the small-scale business
industries get proper training, to sustain small business industries
development. The Government must try all possible means to bring about
security to those, who wish to start small business, so that big companies
like (banks) would assist them ﬂnanrcially. Small-scale business industries
are the only tools to fight the unemployment rate as the well as crime rate

in the coUntry. It would also bring about the upliftment of communities.
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CHAPTER TWO

" THEORETICAL FRAMEWORK AND LITERATURE REVIEW

THEORETICAL CONSIDERATIONS

« Traditional Development Theory

The study is 'based on the traditional development theory of Deldwin

(1989: 88-89) under the classical view. His monumental work was an
enquiry into the nature and causes of wealth of nations. His main concemn . -
was with the problem of economic development and he want to discover

the economic growth came about and what factors and policies impede it.

According to Deldwin (1989: 92-95) division of labour was the key to
increase productivity and development of the small-scale bUsiness

industries of the under developed countries. He observed that workers

. specialize in specific activities rather than under take several production

tasks that is not known by the entrepreneurs of the small-scale business
industries. He noted that collectively they could produce more with the

same effort.

Deldwin (1989:99) said the division of labour can not take place on large
scale unless workers can use specialized machinery and equipment. He

also emphasised the need for an economy to accumulate stocks of the
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capital goods in order to enjoy the benefits of higher per capital income

T levels.

« The Ability to Accumulate Capital

Capital in turn depends upon willingness of the people in the economy to
devote a porﬁon of the productive~recourse over whi_ch they have control
of the production of the capital goods rather than the consumption goods.
That is their willingness to save and invest rather than to consume their

entire income. This was done by owners of small-scale developments.

ENKE ( 1963:,21.4 -216) argues that the matter of the Ii.m-itation of division
of labour is the size of the market. If the market is too éma_l! demand will
be insufficient to buy the goods produced under the mass production
methods. Rising income levelé tend to expand the market for most

commodities new customers also could be found in other countries.

If the small-scale business industries are able to devélop it tends to be
self-sustaining and gives some initial capital stock and adequate market
possibilities. The division of labour also increases saving and investment
and the benefit of labour division is an increase of the flow of new and

better ideas for producing commaodities (ENKE, 1963: 217).



» _Hirschman Hypothesis of Labour Productivity

Hirschman (1971: 108-117) in his theory of labour productivity contends:
that the poorer efficiency of labour is caused by the unsuited modern
technigues that make the price ratio and the market size not to favor
good gcpnomic sense from the entrepreneurs’ viewpoint. The
entrepreneurs in the small-scale development fail to adopt modern
techniqueé-when his input coefficients would be comparable with those of

an entrepreneur using the same technique in the advanced countries.

Hirschman (Ibid) emphasizes the point that the poorer'efﬁciency entails
addition of labour requirements to run any technique. The labour
coefficiency would be high in the underdeveloped country if ones
. compares it with that of the advanced tountries, using the same
technique. The magnitude differentials between the two firms evidently
depends on the magnitude of the efficiency differential. This may in tum
depend on the characteristics of the technigue chosen and in particular,

on its capital intensity.

The small firm in less developed countries should adopt more capital-

intensive technique than a simple comparison of factorprice ratio between
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small firm in less developed countries and industrial countries. Hirschman

- (Ibid) emphasizes that the labour in the small-scale business industries in

| iess deQelo'ped countries is always inferior in some constant degree,
whatever the capital iﬁtensity of the technigue. His assumption of a
.constant degree of inferior of labour co-efficiency differentials between
the small in the less developed countries and the one in the advanced

countries, whatever the capital intensity of technique might be..

He further ethesses his different viewpoint regarding this relation
between capital intensity a-nd labour efficiency. His contention is that
labour performance in both advanced and less developed countries is
almost identical when capital intensive techniques are used while it
diverges consi'dera'bly' for labour intensive techniques (Hirschman, 1971:

_ 135-136).

His viewpoint on certain types of factory operations and industrial
technologies perfofm a crucial function in raising labour productivity
especially in. the small-scale business industries in less developed
countries at the level of individual factory operations. Labour efficiency will
be in rri’achine paced operations and provide for steadiness of pace and
regular brief rest periods, which the inexperienced self paced worker has

difficulty in observing. As a result productivity in the small-scale will tend



to be less unless developed countries will tend to be comparatively higher

" in industrial operations that are primary machine pacged. (Ibid, 140-142).

In this theory he also looks at the production procesé_ as a whole with the
application of modern technology which helps management to co-ordinate
efforts and consequently this too tends to improve labour productivity.
The degree, to which modemn technology facilities co-ordination varies
from onéwindustr_y to another. It is likely that to be hi_gh_er in process

entered as opposed production centered industries.

When he fdrmalizés his argument he further assumes that process
centered industries are made up 6f machine-paced. operations and
therefore can -be equated with capital intensive technologies defined in
this way. These are best suited to promote béth efficiency of labour and

co-ordination_ efforts.

He concluded by saying that the labour in the cmall industries of iess
developed countries and advance countries differs when capital intensive
techniques are used, while they diverge for labor intensive techniques

(_Hirschman, 1971: 145-152).



2.1.2

Theory of Derived Development

Low ( 19755189—193) said that for the development to take place the smail
industries need to follow four steps of development, that is, motive force,

the process, goals and consumption-oriented development.

« The Mqtiveforce

Low suggested that the entrepreneur is not fhe main- propelling force in
the development of the sma_ll and large industries: He said the reason
why some countries remain static while others get advanced is the
difference in national endowment with entrepreneurial q_ualit‘ies. The
mistrust if industria! ventures, the remnants of a feudal past have all
contributed. The role of entrepreneur in the small industries of less

developed countries will expand as the countries progress and they could

become a dominant role and make development cf a country much more

easier (pr, 1975:189).

Low said the development process today seems to be predominantly a

social national and also nationalistic one to the greater or lesser degree.

- The government is its most conscious active agent for intensely felt



popular demands which gives it a wide spread desire for higher living
" standards which lie behind these demands, which must always exist.
These are made into a real force by the dawning realization that progress
is pos;ible. Government actions and h‘aass impulses today seem to be the

most characteristic motive force of economic development.

» The Process

If we give government policies and mass impulse into being as the main
motive forces aﬁd analysis of their origin and functioning it should lead us
to the understanding of the characteristic process of development. There
are two aspects of development processes. The first has to do with low
- the process which is started. What are the stimuli that cause the economy
to break out of mould stagnation or to accelerate from a very low rate of
-g}owth? The second aspect relates to the character of the continuing

development process and how low might it keep going (Ibid: 191).

Trade has been a strong motive of industrial development. There is,
however, the danger of being cut off from foreign supplies through
depression and the consequent loss of export markets. The industries
ne_:ed to combine préssure and widening of horizons that have started off
or accelerate the development drive. If one tries to separate the

muttiplicity bf forces into two categories there would be a problem in
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development and one would need not to classify them but to understand

" them.

Sy

« Goals

The entrepreneur does not ﬁlay the first fiddle in derived development
neither could his profit rank first among the goals of his process.
However, his profit ii not a national objective as formulated by
gover;'_m}gnt nor people. Neither government or people are primary
mavers, the forces of development drive is almost inevitable directed

towards higher consumption that results in a higher living standard (Low,

1975: 191-193).

« Consumption Oriented Development

Consumption oriented development is based upon'production. It draws its

motive power from the pool of supply, as the development process is

predominantly oriented towards consumption. It relies on demand that is

inevitable and the one of the facts that the process is based on not on

innovations. We can find it reflected in the pacific of saving in the secular
tendency towards inflation in the failure of the market process to be fully
effective in distributing recourses. The profit and business success is upon

social security and equality of income (Low, 1975: 189-197).



. 2.1.2 The Balance Growth Theory

“Enke (1959: 256-271) in his theory of balance growth argued that the
inducement to invest is limited by the size of market. This is not money
demand nor the number of people in the physical sense, but the reduction

in any cost of production tends to have that effect.

So the size of the market is determined by the general level of production
capacity by means of capacity to produce the level of productivity on the
use of‘capit'al as the capital can inhibit to gtart the smqii size of market.
The people engaged in the new industry would not wish 'to spend all their
income on their own product like the people who did not want to give up
some of their present consumption in exchange for an annual pair of new
- shoes. These things would be available for a shoe worker to make up the
balance in their own consumption needs. The lack of buying power

cramps the inducement to invest in any industry.

Every increase of production and distribution without miscalculation
among all kinds of produce in the proportion with private interest, would
dictate or create and this constitutes its own demand. However, the

increase of one product alone does not create its own demand. An
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increase in production over a wide range of consumables, so balanced as
" to correspond with the pattern of consumer’s preferences does create its

own demand.

The ordinéry price incentives many bring about smail degrees of balance
growth through the action of creative entrepreneurs produce inputs spurts
of industrial progress and the production of desired effect, and whether
the balance growth is enforced by government planning.

- They need also to balance the imports and exports of goods because the
weakness of the market incentive for private investment in the domestic
economy of low income area could affect domestic as well as foreign
capital, as therdomestic saving could ténd to be unproductive. The private
investment is governed by the pull of markets demand (Enke, 1959: 256-

271)

A balance of increase in production generates external economies by
enlarging the size of market for each industry even if We abstracted from
political and other risk factors. There is no guarantee that emanates
individual businessman would automatically induce a flow of funds from

rich to poor countries. An individual foreign investor may not have the



power even if he had the will tor break the deadlock caused by low

- productivity.

2.1.3

There is a lack of real buying power and deficient investment incentives in

the domestic economy of a backward area. International investment on

private business account is attracted by market and particuiarly'for the

poorer countries. The big markets in the past were markets for export to
the greater industrial centers and the investment was induced by the

investing countries’ own demand.

Import Substitution Theory

Harris, (-1986:- 118-130) argued that the cheapened foreign gxc_hange
made the domestic currency more expensive and it was almost impossible
to export manufactured goods. -The local business must adopt the import
substituﬁon in order to eliminate the competition of import gobds. The
balance of payments problems leads to the introduction of import

controls.

The un'derdeveloped countries import the components and engage

themselves in the final assembling process. This is in the hope of
proceeding to industrialized level from the top downwards. The import

substitution would lead to the development of the domestic markets and
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the government néeds to control tﬁe influx of the goods from outside
" countries. Prebisch subported the import substitution by saying fhat the
underdeveloped countries demand for industrial imports increases much
more rapidly than does the foreign demand for its exports which means
| the import substitution could try to balance the scale between the import

and exported goods (Harris, 1986: 118-130).

The import substitution will increase the domestic production that will be
refated to the objecﬁve of expanding employment outside agricultural
sector and it may be contended that industrialization is necessary to

provide employment opportunities for the unemployed.

They will absorb manpower that would otherwise become redundant
when agricultural productivity rises through the adoption of more
advanced techhiques. This will make industries of the underdeveloped

countries to move from low profit to precocious maturity.

The import substitution theory is the theory that was made to_ protect the
infant industries that is industries that are just starting and unable initially
to compete but were made to protect all industries in the less developed
countries and it will be the remedy for unemployment (Harris, 1985: 118-

130).



2.1.5

The Theory of Mass Production and Advanced Technology

The mass production of Van der Merwe (1995: 127-129) was going hand

in hand with George failor (Van der Merwe: 121-126) who introduced the

- theory of scientific management for the industry to have the mass

product'i_orn it needs to apply an advanced technology.

!
An advanced technology is a2 method of production, which has been
subjected to automation. South Africa represents an inevitabie progress
iﬁ high-technology manufacturing. It is driven by a demand-oriented
economy. It makes increase productivity bossible, but through its

versatility it reflects the design and need a refined and higher guality

product and it also with important societal implications.

The development of the productive forces in South Africa has been
influenced by similar developments intemnationally and the productive
output dictated by market requirements and multinational company
involvement in the South Africanr economy. The exterior market
constraints and the demand for surplus value accumulation have forced
pfoduction to respond by the rapid transformation, which is associated

with the capitalistic ideology. . It has resulted in the change of production
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methods from manual labour to mechanization. So everything is taken
" from hands by machine. It was also accelerated by the lack of trade

unions to resist the mechanization of work.

The new technology has resulted in the change in the employment profile
with new Iabour divisions. There has been an increase in the service
sector and the decline in the manufacturing sector. It has led to the wage

differential between skilled and other workers. Management power

¥

increases as fev\f people are required to control the production process.
- The impact of technology is influenced by the structure of the organisation
and the way in which it was organized. The introduction of automated
production process is often seen as a way of increasing control over
workers and Inew technology and needs re-organization and worker
| diSorganization thaf may create new problems for management (Allias,

1995: 121-124)

2.1.6 Modemization Theory

According to Bauzon (1992: 36-38) the modemization theory flourished
within the 4liberal democratic framework. This did not have the
evolutionary bent of its practitioners who conformed with their belief that
the democratic countries of the west indeed aftained the zenith of

civilization, that the rest of the countries of the world must accumulate. It



wasl further beIieved that the laissez-faire economic system was the
driving force for the small-scale business industries to develop. This is the
force behind thét democrati.c system that allowed individuals to be more
productive in the pursuit' of their interest. For the individual like the smali-
‘scale business industries they need to have a coliective progress that
would reflect tﬁe overall progress that the society needs from_ the little

" offer of the invisible hand like government.

Enke (1933: 194-202) supported the modernization theory by giving the
stages of the economic growth of the small-scale business industries to
develop. fhere to follow five distinct phases namely; the traditional, the
take off, th'e drive to maturity, the mass consumption and post mass
consumption. This stage could lead to the development of the small-scale

business industries.

The modemization theory was troubled by the criticisms that
modernization theorists put a lot of emphasis on the endorserious factors
like culture as an impediment to the development of the small-scale
business industries. But the group of the cultural sensitive and historical
minded. Scholars made a significant departure from their earlier
counterparts. This group collectively reflected orn this as revisionist

modemization theorists. They asserted that modernization was rather the



result of interactions among a multitude of various companies that are
) unique to each policy: this variable makes it difficult for the small-scale
business indﬁstries to develop. But the government could bring about a
positive change in their perspective of industry and society. The
government could intervene in the natural process by recycling some of
the sequences involved in the development of the small-scale business

industries.

The govern'ment-was more aware that the small-scale business industry
need to be pragmatic about managerial problems, which means their
managers, was not well trained. The modernists said the best way of
solving these problems Was through a shift from the broad theoretical
concerns to more pragmatic matters involving the imp!emenfation of
development poiicy‘that was supposed to be followed by the small-scale
business industﬁes. That, they argued, would prove whether anything

takes place (Enke, 1963: 1584-202).

It had become obvious that the development strategies formulated by the
modemization theorists were .not working for the small-scale
developments. If this was the cause it would deep the economic Crisis that
would exacerbate rqther than reduce the problems facing the

development of the small-scale a business industries. The large failure of
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the modernization theory is traceable to six factors. It is believed that all

~ small-scale business-industries followed an unlined path to the same level

2.1.7

the development. There is assumption that the development is primarily a
function an endorserious factors. There is also the assumption that the
state is a reflection of a community of wide consensus. Its theoretical

orientation, which ignores conflictual processes.

Dependency Theory

The depenﬁency theory emerged largely in response to the failure of the
modernization theory, which dominated scholardly discourse on. the
development of the small-scale businéss industries. The dependency
theories emerged and occurred at the time when there was change in the’
economy, that was brought about chang-e in the economy. Thus brought
about new awareness about thé impact of external factors of economic

development (Larrian, 1989: 111-113).

Larrian and Kindleberger (1989: 116-117), held the belief, which was
common that the periphery nations links With the core nations and was
thé primary cause of the problems facing the development of the
industries, particularly the development of the small-scale business
industries, from the base of the economy of a country. Instead of

assisting in the development of the industries in the periphery nations, as
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the modemnization meorists had hope wduld occur, the core nations had
) engaged mémselves in virtual expectation of whatever surplus might have
been accumulated in the periphery nations. The dependency theory
focused on the unequal terms of tradé that characterized the relationship
| between the periphery as the source of material, on the one hand and the

core as an exporter of manufactured goods, on the other hand.

This cofribounded by'the observation that the state ﬁad not been an
autonomous for;ﬁ of external controI; tﬁat is, it was as seen merely a
handmaiden of foreign capitalists. Thus, the result is not only a
retardatioh of economic growth but also a distortion of development of

the small-scale business industries.

The :smalt—scale business industries of the peripheral nations were
supposed to buy semi-finished .goods from the core nations and make the
final touches of the product. These semi-finished goods are too expensive
and that was taken from the peripheral nations, which means that

peripheral nations were alienated from their raw materials.

The dependency theorists proposed that they call for a diversification of
the export based on the peripheral countries as well as the acceleration of

industrialization through the policy of import substitution. This would alliow



growth of certain domestic industries. It was thoug'ht at the same time
~ that precious capital be conserved for further domestic investment. It
was also advocated thrat the state in a manner reminiscent of state,
should extend more.control of the domestic monetary policy and assert
independence from foreign and donors and investors. The assumption
was that these external actors could have become very dominant in the

domestic policy making (Ibid: 21).

The dependenc; formulation suggesrs that external constraints to
development had been -over—empha_sized mainly. The intermational division
of labour based on the comparative advantage, and that almost no
attention had been given to domestic impediments, such as an unequal
land-tenure systems and inflation’s that had been brought a‘bout by
- structural rather than monetary factors. The assumption here is that as
the core countries developed and spec'ialized in the industrial production,
internal  political and social structures in peripheral areas were

simultaneously affected and there was no developmient taking place.

This perspective of trying to fight for development of the industries in the
peripheral nations becomes known as structuralism. They are both
internal and external structural factors in explaining the development of

the industries (Kindlerberger, 1958: 57). A business and society are inter-



dependant. This is because if there are problems facing the Vbusiness
" people also do suffer because the business will fail to fulfill the needs of

the society.

The problém facing the developmént of ther small scale industries in
a world wide phenomenon which the literature reviewed indicates
that even European countries experience similar problems that
African c‘d'untrie_s‘are facing (Young; 1977: 62). Choosing the site is
the most c’ommsn problem facing the development of the small-
scale business industries. Like other people they choose the
location of the place where there are no specific requirements that
are related to the company’s needs and the customers. The
transportation means is also important when choosing the site of
an industry and the owner must make sure that the area is not
allergic tp any family members that would result to a development
of such ailments (Boswell 1973: 121). This implies that when you
want to start @ small industry you need to consider the future
planning by making a research about the site of your plan and see
whether the view development will take place in that particular

place (Young; 1977: 63).



At this juncture we shall analyse the-various studies in small-scale
’ indusfries at both international and local levels. At international
level, we shall discuss fully small-scale industries in United
Kingdom, Japan, Italy and France. At the local level, we shall focus
on African countries, namely, Tanzania, Ghana, Swaziland, Port
Eiizabeth in South Africa, which of course, is the focus of this

research.

The selection of Ehe above countries is based on different hi.storical
backgrounds that influenced the smali-scale industries in the above
countries. Undoubtedly, the different ideological backgrounds of the
respective countries had much influence on the success and failures
of the small- scale business industries and it is for this reason that

they are of peculiar interest to us in this research.

The section of the abo;re mentioned countries is based on different
'historical backgrounds that influenced the small-scale business
industries in the above countries. Undoubtedly, the different
ideological backgrounds of the réspective countries had much
| influence on the Success and failures of the small-scale business

industries and they are of peculiar interest to us in this research.



2.2

2.2.1

THE PROBLEMS FACING THE DEVELOPMENT OF THE SMALL

SCALE BUSINESS INDUSTRIES IN:

UNITED KINGDOM

The literature review focuses on European countries that are well
developed because their government supported the dévefopment of
the small-scale industries. These were chosen in order to see what

South Africa would do for development to take place.

« The Regional Problem

The regional problem was the problem affecting both small and the

large industries. The depopulation of the rural areas where there
are péople who manage to use their traditional skills to make
something that could be useful to them (Carter; 1971: 33). The
depression was also a regional problem that resulted in the high
rate of unemployment and affected the exportation of goods (Ibid:
54) which means Britain was not able to utilize her natural

resources because of the setbacks caused by the great depression.
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-« The Political System of the United Kingdom

The United Kingdom was ddminated by two political parties that
were fragmented and prohibited the development of the small scale
business industries by preventing the policies of successive
development whiéh was led by government that caused delight and
confusion amongst rivals an-d members of the country. The British
-smali scale_ busipess industries blamed  both parties that . the
affected the development even the way of the organization of
things in Britain (Burns; 1986: 54). During the 19th Century the
different political  ideologies made Britasin  look like an
underdeveloped country because her economy was not developing
as political parfies were lacking political fo!erance. That resulted in

the immigration of the skilled labour force.

« Management Problems

The management of the British small scale business industries was
said .to be ineffective and that here was a certain class domination,
because of the poor management training (Bums; 1986: 54) that
culminated in the conflict in the industrial relations unions, and the

_expioitatioﬁ and the oppression of the workers (Ibid: 54). This



resulted in the poor performance in production of the small-scale

" business industries.

» Inadequate Funding

The United Kingdom’s small-scale business industries lacked funds
for them to deveiop; Although their production was at a higher
demand, they lacked funds which brought the industries info a
crisis situation (Chisnall 1987: 2). This situation led to so many

problems in the country.

- Flexibility

Flexibility was another problem facing small-scale business
industries. in the United Kingdom. This was caused by rapid
) changes that could make managers to take decisions (Chisnall,
1987: 3} which means that the managers failed to take flexible
decisions and redefined their targeted markets and developed
attractive rangers that would appeal to the buyers (Ibid: 3).
Therefore small-scale business industries need to avoid heavy
investment .in production equipment by adopting a policy of sub-
contracting and this was Chisnall’s dedsion for small industries to

be flexible.



« Specialization

According to Chisnall (1987: 3), workers lacked the specialization
- skill which led to small-scale business industries failing to satisfy the
needs of their customers, like the quality goods énd have a direct
contact with their custorners.r In order for them to react quickly to
their demands workers of the small-scale business industries need
to improve on the job specialization that could increase quality in-

production.

+ Marketing Know-How

The small-scale business industries in the United Kingdom were
- facing the problem of lack of marketing skills (Chisnall; 1987: Sj.
This seems a dangerous situation, as the market needs a person
| who would _be able to attract customeré. The marketing person is

expensive to hire.

» Teething Problems

Mast of the United Kingdom small-scale business industries suffered
teething problems in their first two years that pushed them into
financial liquidation. This was caused by failure to make proper

publications and initial prices to the advertisers (Chisnall; 1987:



37). This was for the small-scale business industries to survive.
" They needed to negotiate with the trade users so that there would

be flow of project and demand.

2.2.2 JAPAN

After the second ail cﬁéis in 1948, Japan shut down a number of
large-scale factorieé, and tumed its eyes on the small-scale
factories. The initial investment became low and it became -
ngcessary for Japan to depend on borrowed capital, especially for
commercial financing. When this happened and materials,- machines
were leased customarily. That follows is that a business starts as a
processo-r and operates under a processing fee system. As.tong as
production is divided into separate small production processes, the

processing fees remain low (Kiely, 1975: 17:19).

Under these. circumstances, the differences of skills, that the
technologies of small dependent factories enterprises needs,
determine the differences in efficiency of production and of the use
of raw materials. Many owners of the small and medium scale
| enterprises are self-made by men wﬁo accumulated knowledge and

forged ahead on the road to self-reliance.
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There are small-scale enterprises that Japan are that traditional
~ industries and engaged in the production of the consumer goods
and services. The native industries depend on traditional
technology, machines and 'tools. Traditional industries output
occupied a quarter of the gross industries production. Eighty.
percent of gross national expenditure has been for personal
consumption arid, most of it for the consumption of traditional

goods. ‘That make the small-scale enterprises to compete on global

L

market bu'i" fail ':to develop, because their position is low. Japan
needs to form an inter-linkage between traditional and non-
technologies by which traditional technology would finally be
modernized. This is the transition from a stage in which techho!ogy
determines management to one in which management decides the

orientation and level of the technology (Kiely, 1975).

For this reasbn, the process of technological improvement in Japan
is- characterised by the interaction of management ability and
potential of the technology. The smaller entefprises in Japan
depends on management’s technological ability. In Japan there was
no management ability, as the managers still rely on the traditional
way of production, and fail to employ people with particular skills.

They referred to the skilled workers as an expensive inboriers.
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Japan small scale enterprises were forced to renew their equipment

"in search of high efficiency as they faced a serious problem of

shortage of labour and economic development, for their small scale

enterprises. - To develop they needed to confront increased cost in

both labour and materials. The charges and intensification in

competition forced them to renovate their operations that were too

difficult to the Japanese smail-scale managers because of poor

investments.

The production in the rfactories was broken down into more than
two boxeré' micro processes, each of which became a separate job
performed by a worker at home. More over, as far as possible, no
machine was uéed except those traditional tools and methods that
demand little in terms of skill; these methods resulted in less
products and in the devélopment of the small-scale enterprises

(Kay, 1975: 57-61).

The simplification of work and the low processing costs did not lead
to the independence of the micro processes, but rather promoted'
side” jobs at home. The working at home contributed to the

undevelope_d of the small-scale enterprises in Japan, because the
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manager failed to visit ali the people that were under his/she

“control.

The pﬁgin of the modem urban industry was transformed into an
industry that depends on the labour of the lower class urban citizen
worrying at home. The reason is that they Were trying to cover the
cost'df the machines that were needed. That is why they were
searchin‘grfor cheaper labour. Kay (1975:75) Stresses the point tha_t
the shortage of ;aw material was caused by greater reproduction
a'nd the conversion to and dependence on important material
changed this éituation. Thére was thus a sﬁarp fluctuation in the
price of raw materials which brought about speculation and

hampered distribution.

, Japan was facing th’e problem of the mass production of interior
quality goods, which were seen in almost all the traditional
industries and technologies. The situation was the same for new
technologies that have been transformed into traditional type of
technologies. When the change of raw materials occurred, that is
tfne. addition ahd development of new technologies, the old
structures of the business had been reformed. To protect the

common interest in each sector of business, the master -
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apprennies system of common had been formed into a
democratized system. This was to ensure that the produce would

meet the needs of its intended market (Kay; 1975: 79-84).

ITALY

According to Bannock (1981: 39) the main problem facing the
development of the small ~scale business industries in Italy was the

finance prob!erﬁ. The entrepreneur had to have enough money to

+ support his own personal needs and the family until he wouid begin

to generate adeguate income from the business. This meant that in
Italy there was no government aids for the people who wished to
start small business needed to generate the finance to pay rent,
buy premises and also pay their employees. This was a risk stage of
starting small businesses where everything was not yet well-

organized (Boswell; 1973: 35).

The lack of experience élso had contributing factors to the
problems facing the development of the small-scale industries in
Italy. This subjected them to the sinking of capital and left them
with litde amount, the lack of security coupled with risk-taking
(Bannock; 1981:40-41). Italian industries also had management

problems as managers of small-scale Dbusiness industries



personalized the industries. “Pnéy failed to elaborate management
~ structures thaf made them to lose access to capital markets for
public issues and placement of securities which made them fail to

obtain government subsidy (Ibid: 43).

« Social Value

The social value also plays a major role in the problems facing the
developr-nent of smail-scale business industries in Italy. The
communitieis undermine each bther in that they fail to supportr
those who own smaIE_ businesses. Everybody needs to prove himself
by building his own business and that led to competition. The
et;lucation system, which reflect and reinforcés social values had
prepared children for employment in large firms in the governmé;fc
and other institutions and did nothing to encourage the idea that
. they might work for themselves (Bannock; 1981:48-49). Social
value made people-in Italy to be interested in public sectors rather

than to start unprofitable businesses.

2.2.4 FRANCE

Acgording'to Bates (1971: 15) he/she argued that there were three
special difficulties facing small firms in France. Small firms in France

failed to demonstrate their chances of success in order to persuade
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potential lenders. The seéond problem was that the existing iending
"“and financial institutions might not cater for the special problems
involved the small firms finance. The third problem was that the
firm owner and their advisers may not know how and where to get
the money to expand on the right quantities, at various stages of
development of their firms. The small firms in France failed to
combine their production that madé them to fall into the state of
quuidatidﬁ as .a result of production batch. They did not have the
ability to a'chiev:e economies from large-scale production. This
combined with other factors meant that productivity was relatively

low and costly.

According to Chisnall (1987: 47) the'argument given is that this ¢is
coupled with a higher selling prices with relatively low returns in the
firm proﬁts. French small-scale business industries also had
problems in the area of ownership, control and management, which
caused special problems. Family firms failed to ensure adequate
success_ion of competent ownership and control (Bates; 1969: 13).
Management could have been tricky when the founder died. 1t is
often found that it was this particufar inability to choose someone

to succeed him. That is not an easy duty on the firm because the
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firm may not be prepared to pay an adequate salary to an outsider

" that could result in the downfall of the firm (Ibid: 14).

The French small firms were dominated by giant firm that resulted

in big competition among_me two and the small firms usually had
inadequate resources with .which to withstand fierce and unfair
ﬁofnpetition as they failed to advertise their production. This was
because the advertising was too expensive for them (Burns; 1986:
21). This fneans“ that in France to have a small firm was a risk
because the competiton was high and the small firms could be
s_upported as a result of giant firms which h_ad better products than

the small firms.

PROBLEMS FACED BY SMALL;SCALE BUSINESS
INDUSTRIES IN SOME AFRICAN COUNTRIES

In this the researcher started by looking at the problems facing the
development of the small-scale business industries in other African
countries. The reason for this was that to look at the problems of
small-scale business industries, after these countries 6btained their
independence. These countries are as follows: Ghana, Swarziland,

and Tanzania
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2.3.1 GHANA

"« The Raw materials Problem

The raw material problem was the basic problem f_or the
development of the Ghanaian small-scale buéine‘ss. Firstly they
were affected by the place in which they operated. Some times the
place where the industry was located lacked the infrastructure such
as water and electricity, and that caused them to use expensive
electﬁcity. This was caused by the shortage of raw. materials in the
place where industry was located. They went abroad to buy
expensive tools (Seibel, 1987: 2). That_ was also prevented by
| government import policies that increased the import duties for the
goods entering the country. They also used scrap metal or asked
the customers to bring their own materials. In order for Ghanaian
small-scale business industries to prosper and fight the raw
= material problem, they required their customers to pay in advarfce
so that material could be purchased and continued with their
production. For the Ghanaian small-scale business industries to
survive given the shortage of raw materials” they also needed an

importing licenses from their government.



« Tools Problem

“The Ghanaian industries had also the tool problems to process their
production. They brought tools from Nigeria. This made production to go
on at a slower pace. At times they shared machines with several other
workshops for production to take place. Théy did not know how to service
machines and they used the expertise of people from abroad. They
needed 'persoﬁs from abroad tb service for them, which wés quite
expensive for thém. In Ghana it was difficult to get spare parts for
machines. If it is available near small firms they are usually expensive.
They ordered the machines and tools which was another problem (Siebel,

- 1987: 5).

» Financing Problem

i Financing problem was also another problem facing the Ghanaians small-
| scale business industries. In Ghana for someoﬁe to start a business it is
compulsory for him to apply for a government loari. The government loan
is time c:.onsuming'for. production to take place sometimes it fails to
consid.er all people who have applied for a loan. Some people. lose hope of
having the business, because of delay on government loan policies

(Seibel, 1987: 6-7).
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« Unions Problem

Ghanaian failed to support'the unions that fought against everything that
prohibited the developmént of the small -scale business industries. The
“owners of the small-scale busineﬁs industries emphasized that the uﬁions
did not help them in solving or preventing the difficulties of obtaining the
raw materials. The main aim of the Ghanaian small-scale business
industries_was to fight for the better prices for their people, and prevent
the price cpmpetition among the small-scale business industries. They
managed to do that by trying to maintain the same prices for all the

small-scale business industries (Seibel, 1987: 11).

+ The Problem of Getting Start

Ghana was the first country on the African continent to get its
independence. After their independence they experienced a prolonged
economic decﬁne and persistent political instability. These two factors
hindered the development of the for_ma! sectcrs and increased the
development of thé informal sectors. This was bgcause of political and
financial mismanagement even in the informal sector which declined and
led to the loss of political legitimacy. The next government tried to

prevent the downfall of the economy by using the privatization campaign
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that fnade Ghana to seek an agreement with World Bank (Seibel, 1987:

15).

2.3.2 SWAZILAND

+ The Population Distribution

The area of Swaziland is mostly mountainous and the population is

disperséd'-'all ovef the area Fair, (1969: 21). .

» Transformation Problem

The Swaziland small-scale business industries had the problem of
transformation, as they relied on the traditional low productivity methods
especially in agriculture which relied heavily on subsistence farming. They
needed to be tfansformed from subsistence farming to commercial

.- farming methods, but the change was too low (Fair, 1969: 36).

Fai:; (1969: 20) has stressed that in Swaziland people relied on the
traditional type of agriculture so much that they moved from one place to
another with their cattle and they had little opportunity to settle and
develop their small industries. They felt th.at their traditiona economy was
strong enough to support their families but there was no trading in their

raditional economy.
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» Shortage of Skilled Workers

The shortage of skilled workers also prohibited the development of smali-
scale business industries in Swaziland. They exported primary products.
They had only semi-skilled workers. They depended on foreigners like
skilled Europeans because subsistence living discouraged the acquisition
of skills. European skilled workers were véry expensive and this made it
difficult to develop the domestic market, as the economic change was
initiated by foreigners with the imported techniques (Fair, 1969: 38).
Some of their semi skilled workers migrated to the area where there were
job opportunities. That also prohibited the development of the small -

scale business industries in Swaziland (Fair, 1969: 39).

« Natural Resource Problems

Swarziland had the problem of inadequate resources. There were the
places where they could get their raw materials. In agriculture the soil
was impoverished and in various places the resources were imported
through the exploitation of primary products, which meant that the small
industries were faced with a difficult problem of the availability of raw
materials. 'fhis is why imports were higher than the export in Swaziland

(Fair, 1969: 64).



2.3.3

31

« The Problem of Transport

The problem of transport in Swaziland plays a vital role in prohibiting the

development of small-scale business industries. There are no well-

“constructed roads and railways in Swaziland. They rely on South Africa for

their importation and exportation of their production and raw materials
are 'tr_ansported using the South African roads. Some of the raw materials
are delayed in South Africa and this in itselff retards the process of

production (Fair, 1969: 68).

TANZANIA
+ The Block Farming

Block farming was a method that was used for farming in Tanzania this

tell us that Tanzania was a Agrarian Society and it uses a primitive

- method of farming. The population was scattered and the family worked

together. This type of farming was only for subsistence farming from hand
to the mouth and for family use only. They knew nothing about the trade
and they used beer for entertainment. In this type of farming there was
no development of the small-scale business industries as its yields were

less than what was expected {Omari, 1976: 135-136).



The government intervened and introduced new farming method was that
~ called the corhmunal economic activity. It transformed block farmi_ng to
the commercial agriculture. This communal economic method also
retarded the development of the smali-scale agriculture because there
were poor program-mers, mismanagement of funds and poor mechanism
in dividing up the eamings aS people began to put less e.rnphasis on
communal farming, They started to complain and preferred block farming
(Omari,‘-ih976: 129-130). The question may be asked as to how the small-
scale busiﬁess in‘dustries could develop if there was nAp clear direction of

development to be followed.

The problem resulted in fhe shortage of food because the communal
farming prevented people from farming tﬁeir land and people were getting
new sites because of government transfc;rmation of the place people as it
was busy cutting building materials. There was no time for cultivating.
Those whao were able to set time they did not do much. As a result the
harvests were below the normal target in a family. Some of the families
moved out of their homes already having planted some crops which they
had to leave behind fof wild animals. Thé consequence of the food
shortage was the C_oilapse of local markets which was centrally held to the

| collapse of small scale development in Tanzania (Ibid: 135).
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« Migration

The migration process was also a problem facing the development of
smail-scale business industries in Tanzania. However, the migration of
‘Tanzania was said to be intemnal in the sense that people were moving
from one district to another. The reason for migration was wide based on
superstitious belief among Tanzanians. Once they discovered that that a
person was a witch they tended to disassociate themselves from such a
person and even-decided to move and settle in a new place altogether,
and not the participate in all communal activities with them. So how could
the development of the small- 'scale business industries take place as
people were moving from one place to another. They needed to adapt

themselves to that new environment (Omari, 1976: 134).

The religious experience also contributed to the migration process. The
= Christian Church, had been preaching strongly the Gospel of corﬁmunism
as people were told‘mat tﬁere was no freedom of religion as they believed
in the non-existence of God but this was a misinterpreted communalism,
~ which means living together in communal groups. In order to get away
from such subjection some people decided to move to other areas (Ibid:
134—135). This hindered the deve{opmént of the small-scale business

industries in Tanzania.



. Mafyeko Complex

This was a sort of migration that forced adult men out of their homes. It
was used during colonial period. All adult men wére forcefully moved from
“their homes fo the thick forest. While there they were involved in cutting
down trées. The main purpose of that was to kill tsetse flies and it was in
these forests where poll tax was coliected. Those who were unable to pay
their dues were arrested. The mafyeko complex served as the checkpoint
for those who had not paid taxes. So how could the development of small
scale business industﬁes develop in such situations as men were arrested
with their ﬁnabcial support. People had no money as they failed to pay

roll tax (Omari, 1976: 130).

» The Lack of Co-ordination at the local level

The lack co-ordination at the Iocai level was brought by the political
instability in Tanzania when the president talked about the program of
| developing small industries and local markets. Political leaders just as

ministers wanted to confuse the masses, since some of them were againét

the system of development. Sometimes they misinterpreted the views
because they did not understand the philosophy of Ujamaa and missed
some of the important points. This caused the confusion among the
masses and brought about political instability. Farmers decided to go

back to their subsistence farming (Omari, 1976: 128-129). The class
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division was also a contributory factor to the problem, which faced the
'devélopment of small-scale business industries in Tanzania. There were
two classes that emerged, the peasants énd the capitalists. The capitalist
class wanted their ideas to dominate the peasant class and the peasant
dass ignored the ideas of the capitalistic class because the suggestions of
peasants for industrial development were not taken in to account (Omari,

1976: 124-125).

« Finance ProI;IemS

The government of Tanzania tried to implement the development
programs that were instituted to help small -scale business industries but
the great obstacle for this was the finance problem. The government
failed to make the budget for other items in order to get the amount of
money required. This caused conflict them and the peasants considered
-7 this as a political suicide (Omari, 1976: 126-127). This !ed- to the
mismanagement of development funds. The ministers used the funds for
their benefits and the political decision had come to cause an
administrative problems. This also contributed to the migration process.
There was no development of the small-scale business industries in
~Tanzania because of people who wanted to fulfill their needs using the

state funds (Omari, 1976: 127-128).
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SOUTH AFRICA-PORT ELIZABETH

The small Black businesses in Port Eiizabeth had problems where the
formal sector in this context heavily concentrated on cartels practices. Too
many firms had become used to an easy life with the contracts awarded

according to arrangements with large firms and at a cost that was pushed

‘ultimately on to the consumer. This meant that Black small business was

dominated by large firms in Port Elizabeth. (Pakes, 1995: 1-3).

Most large corporations preferred to deal with other large businesses and
ignored the small business development;. The attitude of big business
had been to try to maximize profit by trying to do everything on their own
without contracting small business to prevent a delfay in payment. Their
main aim was to sell out to big businesse_s which had created an economy
with few independent players and that led to émall companies to have a
lack of innovativeness and interrelations with big businesses; (Pakes,

1995: 6-8).

The other striking constraint is the lack of civil order that adversely
affected the business environment, like theft, violence and gangster life
which were major constraints fa_cing more established retail and

construction businesses. All businesses in Black enterprises were

~ confronted with labour issues that were different from those in White



business towns like shortage of skilled iabour, accommodation and finance

" problems (Pakes, 1995: 10).

» Problem with Suppliers

~ Anocther problem facing the development of the small Black business in
Port _Elizabeth was the supplier problem. The non-experienced an
unreliable delivery caused delays in production and their lack of credit
facilities where they need to pay cash for their materials make them to

lack quality in their production (Pakes, 1995: 31-32).

« The Effect of colonialism on the development of industries

Colenialism played- a major role in suppressing the development of
industries in the third world countries (Haviden, 1993: 2). Resource
evidence suggests that African countries had enough materials available
to develop méir small -scale and large industries.  For instance, Britain
was extracting food and raw materials cheaply ard selling some surplus

back to South Africa. (Haviden, 1993: 2).

This surplus from Britain was sold in South Africa at a higher price among
South African markets, which unfortdnateiy found themselves working at

a loss. The colonial government believed in the trusteeship under which a
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colonial ruler _would protect what they had to be the basic interest of the
‘local people (Ibid: 21). This was aléo é problem in the development of the
small-scale industries because the local people failed to develop in terms
of their needs. The mother country used to dictate to them how much to
produce. Maybe the production of produce of 15 was less important for
the indigenous people and that resuited in the loss of raw materials and

this caused a back log in the development of the small scale industries.

These industries wanted to use a shift in the agricultural system.
However, British officials regarded it as wasteful and inefficient and wouid
seek to impose permanent cultivation based on some ideas derived from

the English Agricultural Revolution (Merdith, 1960: 22).

This implies that the development of the small-scale industries was
determined by the British officials in South Africa who needéd to band her
-' with Britain's decision. South Africa was fo_rced_ t'oproduce what they did
not consume and consume what they did not produce. The British
government used the public funds in the form of loans and grants to
benefit British economy by making the colonies better customers and

suppliers.



As colonies were supposed to export only the unprocessed primary
‘production to Britain this made the exportation to grow very fast and
colonial government rely on expatiate private enterprise (Haviden, 1960:
152). In this state of affairs one would ask the question how could the
small industries develop in South Africa if she had to export the
unprocessed raw material to other countries like Britain as she exported
crops and minerals. It implies that there were no adequate resources in
Britaiﬁ for the British government encourage their businessmen to come
and invest in the{l new colonies as they were depending on a narrower

range of exported commodities. (Ibid:158).

« The effects of tradition on the industrial development

The small scale industries developed from the traditional society with such
understanding of traditional society and social structure. This was the
" understanding a tradition society’s economy and culture one couid
anticipate the changes to bring about a shift to modern form (Russel,

1981:17).

There was a need for transformation from one form to another that
hindered the development and it makes the production to flow at a iower
pace (Stanley, 1965: 1). The rural areas are characterized the food

processing industries under a tradition that it becomes difficult to bring



i}

about social changes or to integrate the traditional society with the
‘modern form of development in the rural areas (Russel, 1981:18). For
the development of the small-scale business industries in the rufal areas
they needed to improve their life first. That in itself needed its own
atteﬁtion to happen (Stanley, 1965: 2}, as people in the rural area knew
nothing about gaining of profit. They worked for themselves and their
families to survive. The small industries in the rural areas were controlied
by families, which were characterized by very limited investment
resources for thei; total purchase of raw materials. They failed to control

the difference between price of production and the costs to produce.

Their profits depends on keeping the production lost Iow. and the
production volume high (Malcomal, 1984: 18). The food processing small
industries in rural a?eas is called seasonal industries, because they operate
according to certain seasons (Ibid:18). The industries are not well
organized, a household manufacturing enterprise often_ produces directly

for a known customer which means they are producing on their customer

request. This is why they lacked holding powers.

After they had finished a production they would sell and they produce in
order to have money to purchase their raw materials for the next

production, and buy food for their families (Stanley 1965: 73). This meant
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that they were working at a loss because there was no profit out of the
’productio.n they had made, as they failed to control between the price of
production and the volume of production. The scarcity of labour made
them to employ children with less wages as children are the cheapest

labour whose needs are not well-catered for (Stanely, 1965: 80).

The exploitation of child labour made the home worker or traditional
industries to be unproductive. Through this the young labourers used
other means of ;;‘aying themselves like stealing company’s materials and
selling them for their own benefit. This made the small industry to work
'at a loss (Russel, 1981: 48 and Stanely, 1965:81) agreed that even
political and _sécial | change contributed to problems facing the
development of the small-scale busihess industries. The political in‘stability
in places where people were forced to join one political party made people
to leave their small industries and try to find a better place to live and
protect their__families. The small-scale business industries in the rural areas
also faced problems of development. They were conducive to the
development of infrastructure. They relied on the influence of the elders
of the family members (Ibid: 83) this family members had a strong barrier
against business as they were not exposed to new developments in towns

and cities. This could result in drawing individuais out of househoid
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industries into centers of employment and it appeared more likely to break

"up traditional value patterns.

This would be coupled with the influence of their fellow workers on
general opinions c_'md beliefs, and greater accessibility to the uniform
standards of quality production {(Maccomarl, 1984: 24). The labour force
increased the problem of industrial development in the rural areas
because—fhey empioyed women in the industrial labour. These women
were unable to Ie;ve the home to work in factories. Wom;sn labourers had
also the problem of maternity leave that they were supposed to take.
That in itself prohibited the development of small -scale business
industries. (Stanely, 1965: 86) traditionally said it was an embarrassment
to find a married woman employed in a public or private sectof, it was
seen as if her husband failed to support the family. This is why men
disallowed their women to participate in factory workers. (Stanely 1965:
-- 87) argued that the family and the birth ratg had er_iormous impact on the
problem facing the development of small-scale business industries. It is
very difficult to have had a rapid economic growth in a traditional family,
because family members were not allowed to go away for extra eaming

- opportunities. The business at home needed to support @ number of

unemployed people if the owner of the business did not see the profit.



63

He would think that it is because he was supporting all the family

‘members (Ibid: 89).

» Demographic factors of African small-scale development

African countries rely mostly on agricultural ‘production. The over-
populated African countries utilize their production to support their
population rather than gaining profit through exportation (Singer, 1964:
192). He argues‘tha;t the development of small-scale business industry
canﬁot take place in the places with poor natural resources determine the
| well being of the industry. The employment of temporary migrant labour
also reduces the development of small-scale business industries. It
prevents the establishment of permanent industrial labour force. It also
prevents the écquisition of skill and labour organization and leads to grave
social problems in towns where male migrants from different groups live
" without. This is their families as they are thrown together in an unfamiliar

environment (Storey, 1987: 119) -

It could be argued that migrant labourers come to Africa not to develop
Africa but to destroy African natural resources. As they come when they
leave they take some of the African material with them to develop their
own coun_trie's (Ibid:120, Gouverneur, 1971: 34) emphasises that

immigrants came to Africa to steal skill because Africans taught them how
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to do the job. After a certain period they leave Africa with their unskilied
‘labour. This is why African industries are said to be undeveloped not
because they fail to develop themselves. Their material for development
was abused by migrant fabours. The scarcity of population had a low
demand on transport facilities. There is no construction of roads and
railways as these people in subsistence economy and their demand on
economic production is very low. This in itself prohibits the smail-scale

businessA industry development (Singer, 1964: 193).

The African overpopulation has achieved an ecological low level
equilibrium betﬂeen population and resources that résulted in the un-
unified market and price system. They rely on the localized markets and
local prices, which may differ very sharply from prices in other localities
(Ibid: 194). The increase in population through abandonment of birth
Contro! as a result of rural customs (Cole 1987: 67) emphasises that the
age composition of the population- is very high and is dependent on .
children below producing age. The resources which might otherwise
boost the developmént of capital in the small-scale business industries
have to be di\;erted to the feeding and clothing of high proportion of
dependants. Failure to support children will result in high death rate, high
proportion of these children die before they complete their productive

period (Singer, 1964: 194-195).
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« The Political Problems

When the modernisation arrived there was an inevitable creation of
conﬂic{s between gquardians and tradition and those who sought to
change the controversies took on different complexions. Some rich
people were against that but the pressure to this end put a premium on
the adaptability of political and social structures resuiting in conﬁicts. The
balance . of sociéf and political objectives and economic growth in 'the
small-scale business industries is always a delicate one and involves

difficult choices (Ibid: 55).

. The Private Sector

The private secfor was another ingredient. It prohibited the development
9f the smaﬂ-scaie business industries. The owners of small business
| industries had a negative attitude towards the development of the private
sector as an instrument of economic development (Singer, 1699: 212).
The domestic private sector also served to attack direct investments from
abroad which could greatly stimulate the development of small-scale
deveiopmer_lt_ of small-scale business industries. The atitude represented
a considerable obstacle to greater flow of foreign funds and technology

(Pearson, 1969: 65).
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« The size and geographical area

The size of the nation and the geographical area also affected the
déveiopment of the smali-scale industries. If the size was too large thé
population became sparsely scattered and this made the markets to lack
the necessary support. However, if the size was too small the population
- became densely populated which left no space for industrial development
‘(Robinson, 1963: 134). This meant that large size could possess a larger
quantity of natural resources or greater divérsity in their supply. The
con&adidion in living standard trends and productivity levels would be
found if trying to correlate the positive with the geographical areas in size

of population. This was in the determination of the size of the market as it

relied on both supply and demand aspects (Singer, 1964: 219).

» Technological changes

. The. technological changes also had a negative effect in development of
the small-scalé business industries. During the introduction of scientific
technology the craft workers were needed to transform from craft to
technological skills. This caused some problems in smail-scale business
industries. The choice of a technique was a very serious problem in the

small-scale business industries (Gouverneur, 1971: 18) has argued that
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the entrepreneur of the small-scale business industries failed to choose

'techniques that could increase their production.

‘The entrepreneur was unable to achieve the optimal combination of
factos;s that would minimize the cost of his equilibrium output (Storey,
1987: 14). (Gouverneur, 1971: 19) states that the small-scale business
industries are run by the individual. The technique is too expensive for
them to‘ ;vork wfth; and they lacked subsidy from government, which
created maﬁy proialems for théir need to increase the production. On the
other side of the problem, family dependants liked the underdevelopment
countries if the optimal technique waé it in not available to the
entrepreneur. The entrepreneur was compelied to choose from among the
various sub-optimal techniques available that could be termed neérest to
the optimum (Ibid:21). The technology needed for production was too
_ expensive for entrepreneur to afford. That in itself caused. the confusion
in the small-scale business industries, and resulted in them failing to

increase production as the new technology needed flexible speciatization

that the small-scale business industries did not have in their industries.
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+ Labour Division

The new technology led to high division of labour and high fragmentation
of work in the work place (Storey, 1987: 15). Work was rationalized and
the workers were exploited and this is associated with Tylorim (year) who
introduced the scientific rﬁanagement and Henry (year) for who initiated
mass production. This also prohibited the development of small-scale
business..industry. It could be argued that people in the small-scale
business industries worked together with their entrepreneurs. They knew
all the work in the industries with no job specialization and job
description. Everything was determined by the owner of the industry that
made them to be jacks of all trades (Gouverneur, 1971: 26). This means
that before the introduction of tech_nology the work in the small-scale
business industry was continued even when some of the members were
absent from the industry. The labour division led to the alienation from
+ thelir productions which means due to the introduction of technology there
are those people who have the power to owe the means of production.
Workers are working for those people without fulfilling their needs. Even
the products belong to the capitalist society who may use it in any way

they want.

The workers were glienated from their fellow workers like before the

introduction of new technology. Workers were working as a team with
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their entrepreneur. This created so many problems in the small-scale
“business industries (Storey, 1987:53). The new technology needed a well
trained worker. This work has job specification that makes development
for the small-scale business industries much difficult than before. Even
machines that are needed are expensive that made fabo_urers to be less
efficiency of labour means that the running of a technique would require
more labour for a given quality of production (Gduvemeur, 1971: 27). 1t
could bé“argued .that even the labourers in the smali-scale business
industries were unabie to produce a quality product as they had a problem
about the technique that could meet their way of production. Even if they
had a technique they would need an additional member to the work for

who is used to the modemn technique (Ibid: 27)

The additional member would be paid large amounts of money and that
P itself in has prohibited the development of small-scale business industries.
-' This is because both the technology and the labour with the skill to
operate are expensive, besides the materiai problems and the
transportation means (Storey, 1987: 57). This also could result the

Creating more social problems.
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« Lack of required skills

The entrepreneur of small-scale busilness- industries had lack of required
skill of how to run an industry (Gouverneur, 1971). This was a probiem to
‘the development of their industries because they wanted to develop them
into a large industry. Their main aim was to satisfy éheir family needs and
gain the pride that they owned some industry (Storey, 1987: 62). He
argues that the entreprenéur has both the internal as well as the external
conflict knowledge. The internal conflict was that he would make his
business meet a modern standard. The external conflict was between him
and the family that he would go for training in order to get the required
. skifl on how his family wouid survive. This also hindered the development
of industries run by entrepréneurs. The lack of required skills prevented
Vthe de&eiopment of small industries because the population is often

handicapped by ignorance of many of the basic data pertinent to any form

-% of labour in the course of the industrialization process. They needed to

' have sound informaticn regarding the elementary dimensions of the
economy (United Nations, 1955: 38). This information wouid result in an
increase of the speed and the benefits of the small-scale business

industrial development.



» Problem of human power

The probiem of human labour lies on the heart of the small-scaie business
industrial development prdcess as it affects and it is affected by the supply
of labour. As owners fail to understand what are the requirements of the
labour requirements for the successful small-scale business industriaf
development (United Nations, 1955: 38). The United Nations has argued
that for the small-scale business industry to develop its needs to have the

following in their human power:

The manager was technical and superviéory. He also had skilled and
unskilled labourers, but the most _smalt-scale business industries have
unskilled and semi-skilled labourers w_hi@:h retarded the development in
the small-scale business industries (Argarwala, 1975:23). The government
needs to try some policies of rﬁaintaining an employment service and in
-V"".arranging and staffing adequate educational and training facilifies. The
United Nations, (1955: 39) argues that small-scale business industries for
 them to develop and employ immigrants. As a country has quantitative
labour shortage and is difficult to recruit labour in the early stage of
development becau.se most people need employment and the immigrant
could easily daim that he knows that particular work.  Agarwala,
(1975:2_2) argues that the shortage of skilled workers makes certain areas

to be closed from time to time and this makes small industries to produce



less. So it is important for small-scale business industries to employ
‘people with certain skills or train their employees to meet the standard of

industrial development, although payment would be the problem.

The small-scale business industries need to recruit the migrant labourers
on the short-term contracts. The advantage of the short term contract is
that there would be a high production resuiting from continuous practice
and statﬁ[é 5ervfce and this could reducev labour turn over (United Nation,
1555: 39) and £he wage rate should be in line with the workers
pr_'oductivity and industry’s profit. The United Nations 1955: 40 argues that
professionals they aré paid for their skills and not for the production they
| have made that leads to the ecdnomic rigidity especially in the small-scale

- business industries.

They highlight the disadvantage of employing immigrants on a short-term
contracts or on a tefnporary base. They contend that these people are
expensive, if they were be a working for their motﬁer country. They wouid
take some of the production with them for their mother country and they
will not give a strong training to the worker because they know that they
are not employed on full time basis by the industry. They want to finish
up aﬁ_d go énd look for greéner. pastures that could result in our workers

becoming semi-skilled because of time constraints. On the structure of a



~small-scale business industry like the foreman, supervisors and
technicians. This lack has resulted in the poor planning of production,
paor choice of materials, the incorrect assignment of machines, the lack of
" balance between paraliel movements of component, the inadeguate
maintenance of equipment and the bad staff relations. Due to the
ineffecti\)e management these are all weaknesses have resuited from the

shortage of a particular type of human power (United Nations, 1955: 41).

Gouveneur (1971: 36) emphasises that fhe trainirig of workers in a smatl-
sCale buéiness industry cannot easily be 'comprc_assed into a short period of
time. The training policy appropriate to a prdgramme of small-scale
development needs to concentrate on the key sectors and ensure that all
locally available skills are supplemented where- necessary with temporary
7immigrants’ skills. This could be done on the best advantage in those
segments of the programme upon which small-scale business industry
investment and operators are likely to depend. Agarwala (1975:225)
argues that it is difficult to train people in the small-scale business
| industry, because the number of the small-scale business industries is
owned by the illiterate. That retards the training and the shortage of key
personnel in the small-scale business industries where they may slow

down or bring to a virtual hait a whole development programme. The

problem of the supervisors and managerial personnel remains and with it
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_ the risk of the bottleneck in the growth and low efficiency in the small

~ industries programme of development (Gouverneur, 1971: 39).

« Raw material and natural resources

~ The choice of site is determined by the availability of ra;zv materials and
natural resources. Some people are seeing the need that a particular

industn} -'is needed to that area without locking at the availability of
natural recourse; And raw materials are usually an important determinant
of the fea;sibility and success of processing and manufacturing industries
and the speed with which industriaiizatioﬁ is likely to be able to process.
The lack of natural recourses is likely to be an effective barrier in the small

&«

industry development (United Nations, 1955: 43).

. Sometimes the locally produced raw hateﬁals are- necessarily restricted
gither by the limitations of land area or by the uniformity of climate. Like
rin other places they could remove something that couid be usefuf from a
. certain industry and build a house. That trouble industries that use that
raw material even the climate could retard the development of the small-
scale businéss industries that depends on cotton for their pr_oduction to
take place. There can be a drought or floods that can prohibit the

plantation of cotton that resuits in the shortage of raw materials (Cole,

1987: 79).



The United Nations (1955: 44) 'emphasises that for the small-scale
business industry to develop it needs to use the domestic raw materials
N because their prfce is as low as possible. The shortage of local raw
materials increases the- foreign exchange that is required for the
- de_vel_opment of industries. 'fhis increases the existing loss of the primary
ractivities, which may be a system pyramiding. This succeeds in retarding
thé whole process of small-scale business industrial rdevelopment

(Agarwala, 1975: 228).

The United Nations (1955: 44) further emphasises the disadvantage of
depending on imported raw materials. The flow of imported raw materials
is often ‘steady and unreliable than that of suppliers espécially if the

imports come from distant places. The industries need to carry a larger

’ stock but increase both in capital requirements and in the unit costs of the

firm. Which means the imported raw materials could retard the production
process. In order to maintain a balance production and the emerging
pattern of demand firms need to develop production and the emerging
_pattern of demand: They further needs to develop one type of activity
and without special reference to activities that might in other

circumstances been regarded as complementary (Ibid: 45).



-t

~ If the small-scale business industries imported their raw material there is
. also a problem. of transport. The transpprt cost on the irhport'ed product
| doubles .thé price by the time it reaches and the site. This makes raw
- materials lose a proportion of their weight in the course of manufacturing.
They usually impo& low raw materials because of transport costs (United

Nations, 1955: 46).

Sometimes & person could choose the right site and the raw material
could be there, but only to find that the people of that particular area do
not need those particular industries in their area. That in itself prohibits
the dévelopment of small-scale buﬁiness industries. A community ‘might
~ afals to support the industry in their érea may be because the society has
a negative attitude about the owner of the industry -(Gouvemneur,

'1971:42).

There are those people from subsistence farming who get employment in
factories in the lvillage and their families remain behind. Their work is
usually seasonal. They tend to be drawn back at home and help at home
with the harvés{t. In some cases they wish only to accumulate a fixed sum
of money and return at home when tﬁis is achieved (United Nations,
1955: 39). This retards the development of a small-scale business

industries because the owner needs to teach the new employees how the



work is done each and every day that could even lead to the loss of raw

materials.

The infrastructure could m(1 Ualsc retard the development of small-scale
business industries like electricity. Water could.be a problem that faces a
developmént of small-scale business. The owner could find a good place
witﬁ raw materials in rural areas where there is no electricity and enough
water that could make the industry relying on ﬁ1e expensive water and -

electricity (United Nations 1955:43).

The trade union and governments’ policy shouid provides the industrial
workers with greater job security and higher income as 'govemm_enf say
the wage rate should be in line with workers productivity in the small-
scale business industries (United Nations, 1955: 40). This also contributes
=* to the problem faced by the smali-scale business industries becaﬁsé the
‘owners are struggling to get profit by exploiting their work by not
béianciﬁg the wages earned by the workers and production they make.
And before the introduction of trade unions workers are not worried about
- their oppression. The main aim for them is to eam a living and support

their families (Cole, 1987: 80).
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_ This'has made the workers to challenge their employers, which would not
happen in those days. Before all this resuited in some industrial action

-that prohibited the development of the small-scale business industries.

There are some social problems that could prohibit the deveiopmenf of
thé small-scale business industries with specific reference to the hawker.
The development of' hawkers could be retarded by thé crime rate because
they lack security, very often they are being robbed by the peopie who
want to earn a living using their sweat. Governments have failed to
subsidise hawkers because they lack security énd hawkers are working at
a loss, as their competition rate is high a’mong fhehse[ves. This would.
make them fail to pay back a goyemments’ money even if the
government could m-ake some shelter for them. Sofne of them end up

failing to pay that little amount.

During weekends hawkers send their children using that opportunity to try
and satisfy their needs by méking their week budget using their mothers’

profit from the products



2.3.5

SPECIFIC PROBLEMS FACING THE MANAGEMENT OF THE

SMALL BUSINESS

« Problems of Planning

"One of the problems for the manager of a-small business is the lack of -

“time for planning for if he has no plan and has not made up his mind

~ where to go, then his staff would not know where to follow him. Every

business must have its own objective made clear, the short term and the
long term aims. Its management should décide why they are we in the
busineés, where they want to be in next’tweive months and where they
want to be in two to five years time. Unless he has these aims defined

the direction of the business may be erratic.

Some objective of management could think of it is to remain in the
business profitably and to plough back into the business to allow
continued expansion to improve the manager is living standard in order
for him to cover depreciation. Tha.t would mean the best use of working
capital as well as human recourse and physical assets of the company.
That would create a workabie and efficient organization and commit it to
paper. This needs that he would maintain management at its highest

peak of performance and secure the future succession and promote
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~ consumer satisfaction in the chosen field of activity (The National

Development Foundation of South Africa, 1960: 12).

« The problem of policy making

The policies of a business are natural consequences to the laid down
business plans. The policies are the principles on the basis of which the
busines-s‘intends to carry out its objective policies, which may from time to

time have to change. Tﬁey are also the backbone of the manager and his

executive in their daily activities.

Some of the small 'busiﬁesses havé such policies laid down for instance;
credit faci!itfes are different for'different customers, prices aré not the
same for the same article fo various buyers. The small business manager
judges his way rthrough the till. At least he has so many balls in the air
then he drops one. From.this mess the small business manager may get .
himself involved in @ compromise, misses out his credit control, loses
angry customers. A laid down policy on prices, credit deliveries, channels
of supply is respected and accepted by maost buyers. Similar policies for
staff payments, salary increaséé, holidays, leave of absence, promotion
and development makes life much easier and happier on _thé work place

(Ibid, 1960: 13)
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* Problems of Expansion

This is a real prbblem of the defining objective. But the problem is mostly
concerned about the énvironment of expansion and how it appears to the
small business as it has two parts hame!y whether to expand in line with
the' General Economic Rhythm and to allow to effect such expansion which

minimum of dislocation to the day to déy operations.

b3

Thé first dahger éari'ses since most small businessmen in South Africa
refuse to accept that there is a problem associated with desirability of
expansion. The advantages in te‘rms of matérial gain are taken for granted
a3 resﬁlt management concerns itself only with the second part of the
problem the ways aqd the means of expansion. There are marfy small
businesses, which have collapsed through unwise expansion,. and as a
_reason for the failure the post martem has a diagnosis of insufficient
capital. Inadeguate managerﬁent buf inference shows that whilst it was
right for that businesé to have expanded, the expansion ha.d not been
carried out in the correct manner. It could be true that the business
should have remained for its former size and should have concentrated
upon greater efficiency without expansion in terms of numbers of people

employed and capital investment (The National Development Foundation

of South Africa, 1960: 14-16).



~ The small business could have a promising line of approach when the
expansion problem is to ignofe for the moment. The difficuities
" associated with expansidn and deterrhine whefher in its expansion state
" the enterprise that is likely to be more profitable. In other words not
knowing how it could get there. The next decision is whether the risk
implied in the act of expansion justifies the expected gain or is it worth
setting. . In making these decisions the management éhould remember
that the true cost of any change is not the actual sum to be spent but the
difference between this and the best alternative use to which the money -

can be put (Longernecker, 2000: 9-11).

« The influence of big business

It is worth nothing that in décisions of this nature the manager of the
small business has»a much freer hand tha_n his counterpart in a larger
concern. Pressure from many sources inc'l'u'din'g the state may cause-the
big business to expand and the small business should not feel bound to
follow suit. The small man mLxst avoid imitative thinking and thus retain
the greater flexibility, which is frequenéy’. His real strength enabling him to
weather rapid changes in trading patterns the factors which cause a big
business to contract in size may be ground for expanding small businesses
like the economic recession which makes large productions runs

impracticabie and favors the smaller enterprise (Longernecker, 2000: 15).



~ » Problem of Organization

In the growth of business problems thrust themselves on the owner or
manger as he has fhe small group of executives to who he can give
-general directives on their functions at time to time of their appointment.
He is-certain to find, however, that these directives are invariably given
verbally in a small business, they leave certain gaps and give rise to the
ovedapbing and misinterpreted 'informa-tior;l like the accbunt_ant who
withdraws furthe;r. credits fécilities from the customer without telling the
sales mahager. Fearful of losing the service of his best salesman he tells
'-him that his salary will be increased. In ihis case, the sales manager is
- resentful and the accountant is full-injured innocence. They both come to
-the'owher or the manager to settle their argument and to .Have the
correct principle established. This would result in the fack of clarity in

expression (Ibid: 22).

« Problems of Administration

The small organization must tick and undoubtedly to its actions and
indeed the whole phitoéophy of the owner or manager. If the manager is
“an enthusiastic person, he is likely to engender enthusiasm in his staff but
~ if he fights against adversity confidently and cheerfulness his staff would

do like wise. Th'e manager must be fair in dealing with his staff, the staff
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in turn will tend -to adopt a similar attitude to their fellows (Thompson,

1967: 22)

~ Every person in a workplace is looking for appreciation of his or her effort.
If this is given they will accept it with a good grace every criticism, which

is inevitable from time to time.

. .The Absence of Trade Union on the Small-scale Business
Industries -
The absence éf trade unions of the small-scale business industries
contributes to the problems facing the development of the small-scale
“business indusfries. Trade unions play a majpr role in anything “affecting
the workers;, like the working houfs with little remuneration. This brings
about a hostile relationship between the workers and the owners of the
| small-s_ca_le business industries who exploit their workers, as they are not

allowed to join trade unions that will fights for their rights.

The workers ére éxploited and alienated from their producﬁon. They try to
pay for themselves on the illégal and sell it, in order to supblement their
wages. That in itself result in the decline of the small-scale business
industries as the workers and the ménagement are working for their own

survival. Management focuses on the maximization of profits and workers
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') focuses on their survival that retards the growth and development. of

“small-scale business industries.

* The services of the workers in small-scale business industries depend on
the management. The contract and the eaming of the worker are in land
of the management. The determination of employees service in the small-
scale business industries is something that happens even without any
: _identiﬁcatic_m. This makes -me employee focus on the‘- development of
themselves, rather than on the industrial development, so that when their
contract lapses they will be having something to survive on. So, how
development could take place if the workers and management have

different interests in the industry?

Thé management of the small-scale business industries might fail fo giv.e
“ job description the day before the workers start working. They also
change the working style _aﬁd the working hours .withc'iut informing the
workers. The workers are told wﬁat to do, and they need fo follow
, i_nstructions without any questions. Because it is there any worker who
quéstions that change, his/her service could be terminated. That make
workers to have an attitude to the management and even to the work
they are doihg wﬁich results in the decline in the development on the

small-scale business industries (Whitehead, 1989: 17-19). .
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The working conditions also play a very important role in the decline of
the development of the small-scale business industries. The workers of
the small-scale business industries sometimes ‘work in dangerous
condlitions, ahd they have no altemative because they are working for
their survival and there is no trade union to protect them. They might
plan td_ complain of working conditions that increase the absenteeism of
the worker; and;the voluntary retrenchment. That.has also the negative
effect on the development of the smali-scale business industries. It
retards the development as the manager is sﬁpposed to employ a new
worker, and teach him or hér what is expected from him or her that is

time consuming (Longnecker, 2000: 29-33). )

« Retrenchment and Unemployment

The retrehchrﬁent and unemployment also have some negative effect on
the small-scale business induétries. If the workers are being retrenched.
they have lack of capital recourse, and they are l_Jnab!e to support the
small-scale business industries. These dependants need to be supported
when they are not employed. The retrenchment and unemployment
increases the crime rate and the small-scale business industries are the
. most aﬁe&ed area by the retfenchment and unemployment. As most of

the small-scale business industries have no legal protection and insurance,
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) thét makes managers of fhe small-scale business industries to lose temper
and forget all about their industry; The retrenched workers done this in
order for them to survive, that contributes to the problems facing the
development of th‘e-srna'll-scale business industries (Whitehead, 1989: 25-

27).

» Migration and Immigration

The migrationar;‘d immigration also contribute to the problem -facing the
devélopment of ‘the small-scale. business industries. If we look at the
fnigration,A people that are needed for cieve!o;:arnent' to take place are
moving out of the country to look for'better job opportunities. In the
place we have people who have some skills and .help in the sr:ﬁall-scale
development. The reasons for thét may because of geographical area and
~ the lack of infrastructure. To Idse such people, the small-scale business
industries fail to develop. The immigration also contributes to problems
facing the de\}elopfnent_of the snﬁal!-scale business industries. People from
outsic'!e' who simply come and live in our tountw retard the development.
These people have some skills and they sell their production at a very
cheap price that affected our own price. The_reason behind that is that
these people are fighting only for survival not for development. This why

their production is cheaper (Thompson, 1967: 23-25).
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- - Small Firms in the Mordenization Process

| A great deal of the literature review on the economical development 6f7
the small firm; shows tﬁat there are so many reasons that prohibit thé
development‘of the .smaﬂ firms in the modern .process. One of the
reasons was ﬂ1e unbalan_ced growth and polarized development. These
are the small production units as typical of the expression of the
traditiohél background or 'substance “sector. This school df thought
maintains that s};';all firms have a very low level of productivity and that
| makes them to develop as reservoirs of low cost labour to satisfy the
growth needed by the modemn capitalisticf sector, which consists of large

and medium-sized firms.

The imbalance growth in the income and consumption structure was
created by unemployment that is caused by the destruction of many craft
- industries. This is difficult in operating sophisticated technologies in
industrial environments with inadequate experienice. The increase in the
import of raw materials available locally was not exploited to the full. This
also contributes to the underdevelopment of firms in the modemization

process.

It was suggested by Mattis (1983: 156-158) that technologies be

developed that require low capital invéstment per product and labour unit
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that would use local human resources, whose use could be easily
introduced all over the local small-scale especially in rural areas. These
would guérantee higher productivity compared with the traditional process

of production with the assistance if international organizations that are

~interested in the problem facing the development of the small-scale firms

2.3.6

(Mattis-1983: 156-158)

THE TRANSFORMATION OF TECHNOLIGY -IN THE PROCESS OF
INDUSTRIALIZATION

Industrialization, especially the process from' technology transfer to self-
reliance, should be a process accdmparﬁed by transformation. This may
be called the adolescent period of technology transplantation. The degree
of technolbgy transformation ranges' from a single machine in operations

to the change of an entire system. One of the most rudimentary examples

could be found in the first British workers, consequently, because

Japanese writers were shorter, they could use it only by looking upwards
and stretching their heads, which made them bécome tired quickly and
diminished  their efficiency and decreases level of production

(Kindleberger, 1958: 80-81)
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- 2.3.7 VOCATION EDUCATION AND DEVELOPMENT

Japan tried to devélop their small-scale enterprises by introducing
vocational education, but that was a failure because the lack of full

financial backing by the central government created a heavy syrden for

. the inhabitants of each of various districts. When the time to set up new

2.3.8

schools came government was able to take care of only two thirds of the
necesséfy expenses and it halved the budget'for the second final year.
This vocation technical education was included in the national education

system (Siropolis, 1977: 133-137).

THE ROLE OF NON GOVERNMENTAL ORGANIZATIONS IN
SUPPORTING AND DEVELOPING THE SMALL-SCALE

ENTERPRISES SECTOR.

Non-governmental organizations are responsible and preoccﬁpied by
seeking numerous solutions for numerous problems facing humanity.
These problems include environmental problems, after energy for ail,
intemal and external immigration problems of poverty starvation and
illiteracy. All these are problems thaf prohibit the development of the
small-scale business industries. The new global system and the objective
tendency towérds democratization also affect the development of the

small-scale business industries. The notion of the public right in utilizing



91

the beneﬁts of that has become part of the public awareness. Since the
smal!-scéle business sector is relatively indepéndent sector, it forms one
of the important elements towards democracy, as it demands mobility
work and production with the least possibte control. The lending programs
have not succeeded - in creating real deve[qpment although they have
provided considerable support for the beneficiaries and achieved profits as
certain levels. |

There is an obvious shortage in lending to the agricultural sector and rural
areas. Mdst of the lending process is directed towards the cities and more
speciﬁcally: towards non-agricultural fields. Problems facing women
entrep.re'neurs are men’s negative attitudes to women’s work, that women
are in a hurry to rﬁake profit anq they fail to make quality production, ang
they also increase competition among men's | entrepreneurs.  Social
problems stem from the fact tﬁese women are mothers for children and
housekeepers,. which impedes their involvement and consgquentiy affects
the progress of their invéstrnent work. The women have difficult access to
the raw material recoursés, because of political and social circumstances
that prevent women frorﬁ reaching these recourses directly. This in itself
prevents the development of the small-scale business industries owned by

women.
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The most difficult problem facing this factor is the lack of up to date data,

2.3.9

which covers this sector and facilitates the possibility of formuiation its
cleér features. There is no sufficient interest in this sector in spite of the

interest in other productive sectors (Stephen, 1996: 23-25).

MANAGERS’ PROBLEMS

- Inadequate records

a

There are some small-scale business industries that have the problem of

inadeguate records. Small industries are often binding themselves with
unsuccessfully government contracts. In this way these industries then
hire a consultant who not only _-costs them a lot of money but gets them
into some disastrous subcontracting. This n;lakes' them to be unable to
establish an adequate recordihg system. However, a firm simply has no
basis for estimating its cost and correcting the problem. Anofher firm
could have a good production Iine. but failes to keep revenue and
expertise records. The partners never know where they are in terms of
finances and during the bankruptcy proceedings. The accountants admit
that there they are unable to reconstruct even the simplest form of
income statement_s from the records they find. In fact the office records

consists of piles of unsorted papers jammed into an old fashioned safe.



*» Cumulative losses

Half of the sfnall-skale business industries have cumulative losses. These
cbnsis_t of insignificant final leaks. -The owners are unaware of these little
problems, which collectively lead to the _Iarge losses of these leaks could
have been detected by the owners if tbey had a suitable reporting system.
However among all small-scale business industries suffering this problem
there are no,suitaj}ale reports. The reports are either too cumbersome for

analysis or take too tong to get the manager for timely action.}

» Lack of tax knowledge

Some of the small-scale business ihdustries overlook some benefits in
their financial planning. They fail to take depreciation and write off their
equipment. Other industries have low bidders on large contracts but had
- fail to include social security and unemployment taxes in their éompamtive
capacitiés when the company fail to pay these taxes. It eventually runs

into trouble with the govermment.

- Expansion beyond resources

Some of the small-scale business industries have grown rapidly and their

bookkeeping systems are not designed to handle dramatic growth.
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~ Management simply tries to save money on its bookkeeping system by

taking shortcuts all with disastrous effects.

Inadequate cost analysis

Small-scale business industries ciow not havé adequate cost analysis fdr
- control purposes. In some instances operating reports are ‘skimpy, while in
others are overly: detailed, The former fails to provide the industry with
sufficient information, while the latter make such analysis difficult, as at
the industry does not have clear-short cut bases for controlling operations.
And due to its poor cost data reporting, such facts are difficuit reporting,

such facts were ta uncover and were not used as basis for cost control.

» Lack of productive development

| ‘Most of small-scale business industries have a lack of productive
development. They tend to retain models of absolute production lines,
when they do change to @ more up to date product. It is usually after they
have continually chases the market instead of leading it. Over time
customers begin to realize that these industries offer the latest products in
the field and they begin switching their patronage and but the firms are
unable to(maintain their market niches. As a result, the industry loses

sales. Bankruptcy in this case is about a short time away.
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« - Lack of product diversification

Most of the unsuccessfuli small-scale business industries lack product
diversification and engage in no product research at all. This has direct
contrast to the successful industries which strongly empasize product
diversification, as some products lines begin to lose markets. The
success:fﬂl firms are unable to substitute other products for them. This
results in the ri_ﬂaintenance of overall sale revenue as conversely the

unsuccessful firms find out that, as sales decline has no new product to

offer. They find themselves engage in a game of “catch up”.

« Lack of information about customers

Most of the unsuccessful small-scale business industries lack information
" about their customers. One finds that one company has beeﬁ shipping
goods to customers without making credit investigation. Sometimes
customers are bankrupt and have not made any payment in over a year

and the company continues to ship goods to them.
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« Failure to diversify markets

Some 'sma!I-Scale business industries fails to diversify markets and this
winds up selling their goods to mere handful customers. A loss of any one
would have had some tremendous effect on the overall revenue. One
company contracts all of its output to just one buyer and when that
' particular buyer decides to cancel the terms of contract the business goes

bankrupt.

« Lack of market research

The small-scale business industries usually undertake major ventures
without conducting any- marketing research, while others adopt a sample
solution to their marketing problems by contracting their entire output to

a single buyer. The changes in market conditions leave thém in a very

poar position.

« Continued policies of bankruptcy

The small-scale business industries usuatiy take over the assets as well as
tﬁe policies that would lead to an industry to become bankrupt industry.
Additionally to that it also undertakes a substantial took up that
, expensivé. That in itself leads to their decline of the small-scale business

industries. Although expensiveness is not the base for believing that the
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potential sales warrant such an expansion. As a result the new company

would never be able to achieve its break-even point.

" «. Legal problems

As the company tries to save its money on the-legal fees, however when
long term drawn-out and patent infringement proceedings become
necessary, that comes when the company is ill-prepared to deal with

them.

« Lack of administrative co-ordination

The small-scale bﬁsinéss industries are unable to co-ordinate with their
manufacturing and selling activities. Largely this is due to the record
keeping system, which does not tell the management which lines are most
profitable and which are marginal to them. Furthermore ‘in these
~industries that expand operatioris, it is found that there is poor
| communication that makes them to fail to pay adequate attention to
administrative - problems that result in poor overall co-ordination and

inefﬁciént operation.
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'« Absentee management

There are some small-scale business industries that have a long period of
_proﬂtable operation. Then they go through a number of years of absentee
rﬁanagement. The owner stays away -constantly. Operation gradually
deteriqrates. Financial records are neglected and the bookkeeper fails to
make sevéral years of tax payments: Given such developments the

industry fails.

s Intermnal conflict

The internal conflicts between the partners resuits ih a company’s ultimate
fallure of the industry. Individuals fight among themselves, make
allegations about various kinds scandalous misconduct. These actions

eventually resuit in the failure of the industry to continue operations.

Steinhoff (1975: 29) emphéses the problem of credit cards on the smalf—
scale business industres. Their use without proper investigation of the
customer involved whether he would be able to pay or take a justified -
abiiity to pay as he/she goes along. If not the unjustified credit is
overused by many people and results in personal bankruptcy and ruins

the firm’s credit standing.
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» Government Regulations

According to Harper (1987:25) the government has also failed (as means
.of encouragement) to subsidize all small-scéle business industries. Indeed,
instead of assisting these industries, the government makes them to pay
more taxes than large-scale industries do (Béumback, 1988: 23). This
suggests that small-scale business industries, from the point of view of

the government responsiveness, have largely had their needs and

¥

aspirationé'negieé:ted (Ibid: 23).

« Lack of Quality Control and Planning

A person goes to business for maximum personal gain in terms of money
and pride (Barker and Staude, 1994: 3). He often, as a consequence,
enters business without any knowledge of proper business control, and
- this results in the failure to producé raw materials of quélity'. The
customer complains that the production is not good, as a cansequence the
business wilt fail to compete adequately with cher businesses (Fellow,
1995: 1). Obviously, then, for a business to succeed, the manager needs

to ensure by all means, the quality in his production.
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+ Lack of skilled managers

Managers of small business are taking risks, because they want to be
indebendent and achieve full personal benefits (Bekker, 1994:7).
According to Lynas (1987: 5) many small businesses experience difficulties
in attracting quality staff. And they have no ideas about specifying the
types of persons who could meet the needs of the comparny, and who
might ﬁéve the vision to drive the company and enable it to achieve its
growth potenﬁéi\;, This means that the industry might be started by a
person who Ia-cks the broad, well-rounded experience desirable in modern

industries (Baumback, 1988:; 18).

« Personal Recruiting Difficulties

The managerial and the supervisory levels usually have the problem of
attracting suitable employees for small indl:lstria., mainly because of
unfavorable financial standing ('Lynas, 1987: 5).. That in itself retards
development of srnal!-scalé business industries. Sometimes the managers,
trying to maximize the business’s profit employ teenagers. They hope in
this way to minimize wage costs (Baumback, 1988: 19). In most cases,
however, teenagers supplement their .poor incomes through criminal
fneans, such as stealing products and money, to the obvious detriment of

the smali-scale business industries.
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» Capital Shortages.

" The small business oﬁen experience serious problems securing finance for
development (Lynas, 1987: 5). Financing of smail-ecale business
industﬁes is said to be more expensive than that offered to Iarge—scele
industries. Sometimes this is compounded by the rising inflation rate
(Baumback, 1988: 20). The shortage of capital makes the small-scale
business industries employ méinly unskilled people (as in cases of
teenagers, mengoned above) rather than buy the necessary machinery
(Harper, 1987: 28). However, it is indeed true that smafl-scale business
industries play a virtual role in providing job opportunities to the majority

‘of the unemployed.

e lack of Demand

According to Hérper (1987: 30) small industries are a part of‘the local
environment. They tend to employ and serve the needs of poorer people
in their communities. If they do not, these people become less dependent
on the small ihdustry local sources of supply. They purchase more of their

daily requirements in towns.
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» Raw materiais and suppliers

Albert (1981: 3) maintains that small-scale business industries must be
located in the place where it -wiil be able to find the necessary raw
material; this will limit the transport costs. The government, in its efforts
to save foreign exchange, has imposed import restrictions on imported
goods (Harpef, 1987: 31), business which needs to import their raw

materials also have to pay high taxes.

2.3.10 PROBLEMS FACING 'UHURU’ CHICKENS

A woman ran aﬁ ultra chickén. This woman emphasised that when people
and the government think about the farmer in South Africa, they think of

" a white man. So if women came with something to develop themselves
government fail to give them subsidies, like ultra chickens were not given
% the piece of land to tum it into the poultry farm, as farming pdultry was
dominated by men. When these women go to banks to ask for loans, the
bank manager tell them that a Black women is waiting to go into farming
does not stand much chance to be given a loan. Ultra chickens fail to buy
food for the chickens from the source where it is made. They depend on
the men, who are farmers, betause competition sells them rejects they
get from roadside. This causes chickens to be affected by diseases and die

that make them to wark at a loss.
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They also havé a problem of changing of temperature that they must
solve befare chickens get sick and they need 24 hours to do. The problem
of water also retards the development of ultra chickens, as water is very
: expensivé. The chickens needr a lot of water every day (Drum, 2

November 2000: 16-17)

23.11  HYPOTHESIS

Small-scale business plays an important role in creating job opportunities

for the community around Esikhawini.

‘Small-scale business is not playing an important role in creating job

opportunities for the community around Esikhawini.

2.3.12 DEFINITION OF TERMS

Capital: In economics, generally this refers to all productive assets or
stocks of goods and money from which further goods and money
are produced, Adam Smith define capital as the as the “produced
means of production " [Dewey, Donald, Modern Capital Theory,

1965: 14].
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Proﬁt: Means the excess of revenues over cost. It is also referred to as
net earnings or income. It is computed before taxes and dividends
are disbursed [Edwards, The theory of measurement of business

income, 1961: 24].

Firms:  The firms are divided into two. There is a small firm and large
firms. Srﬁaf! firms referred to the one that has onlf a small share in
the market, is managed in a personalized by its owners, and not
through the medium of an elaborate management structures. It-
has no access to the capital market. Large firms may have majority
share holders and freedom of action which remain profitable, but it
is essentially a branch of large enterprise with access to capital and
perhaps technical assistance from the parent company [ Bannok ,

1981 :26 ).

Skilled labour: Means an;/ classification of personnel, whose qualification
includes at least 3 minimum training, and experience records, along
with the necessary faculties to fully-specialized jobs [Prentice Hall

Encyclopedic Dictionary of Business terms, 1995:].
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Business: It is all about activities of making, buying seiling or supplying things

for money, it aim at making profit out of its production [Millard,

1987: 15].

Development: Means when a nation of lesser stature than the major countries,
but one whose leaders and executives are beginning to use their
resources and manpower to produce more, better goods and

services fPrentice Hall Encyclopedic Dictionary of Business terms,

1995: 100].

Industries: Means the manufacturing place where production is being made, it
has both employer and employees working together under

management .[Prentice- Hall Encyclopedic Dictionary of Business

terms, 1995: 172].

Small-enterprise: Means that in business rhetoric @ company, firm or other
commercial entity where private or public profit making through

exchange e g money and goods [Prentice Hall Encyclopedic

Dictionary of Business terms, 1995: 16].
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Unskilled labour: Any classified personnel who have no qualification,
training and no working. experience to fulfill a specialized jobs
[Prentice Hall Encyclopedic Dictionary of Business terms, 1995:

123].

Semi - Skilled Labour: Means a worker who take over much detailed work and
free the more highly frained professionals for more complicated |
jobs. The-emphasis is on the technical or mechanical details of tﬁe

~ broader and possibly more theoreﬁcél fields. Extensive educational

and practical experience is required. [Banki, 1981: 617].

Financial Constraints: Meéns if a compény is unable to meet its current

| obligations and the company must sell productive equipment to
meet" its interest paymenﬁs. It is in the financial distress or
constrains, because the financial obligations require an alteration of

operating policy, {Kolb, 1992: 561].

2.3.13 SUMMARY

The literature review clearly indicates that small-scale business industries
forms the basic of the economy as the whole. However, the economy
cannot survive as it is engulfed. The problems facing the development of

the small-scale business industries need govermmment participation,
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because govemment is the only vehicle for the small-scale business
7 industries to develdp. Financial support, training of the staff, security and
crime rate are the major problems to the development of the small-scale
business inclustries. The small-scale business industries are the tool with
which to fight unemployment and bring about upliftment of communities.
That would fulfii our govermment hope gospel of independent

development of its people.
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CHAPTER THREE

3.1 RESEARCH METHODOLOGY

- This chapter deals with the data collection method that is called a

research design. The research saw the following as relevant to the study.
The research used research method that guided the researcher in
collecting data as well as in the engaging in analysis and interpretation of

observation. The purposive sample research method was used to collect

| information from the respondents using the closed and open-ended

3.2

gquestions.

Reséémh Instrumerit

This is the approach that the researcher used is the survey. This method
was chosen for its appropriateness in order for the research to elicit the
informatio.n. It was comprised questionnaires which were given to the
sample .The researcher is use of closed and open-ended questions was
aimed at halancing questions, thus preQentinQ the ensuring of bias on the
part of respondents. The questionnaire consisted of 25 questions and

covered the following theme.
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Appendix A
. Section a: Biographical information
. Section b: Perception of Respondents -

. Section ¢: Future-benefit

Care was taken to keep the questionnaire as short as possible, to allow for both
the voiunfeerjng of information and the answering gf forced questions. The
questionnaire was pre=coded and presented in a friendly foﬁnat. It was
structured to elicit the open-ended responses on an issue before the respondents

were given a choice to choose from the same issue.

3.3 Survey Procedure

The field survey method was used to collect the necessary data during
June, July, and August 2002. Respondents were purposively selected from
the small-scale business industries at Esikhawini. These were in the small-

scale business industries there within KwaZulu Naial Province.

3.4 The papulation study

This study covered both workers and the owners of small-scale business
industries- at Esikhawini. With regard to sex distribution both male and

female were interviewed. The total number of the respondents
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_ interviewed is 50. A sampling technique was used both for illiterate and

'~ literate respondents in the small-scale business industry.

Advantages of the purposive sampling

Purpbsive sampling method is one that is used by the research with Va
special purpose in mind, and it is an acceptable kind of sémpling for
special situations. But it is the type of sample where a researcher does not
know whether tﬁ\é cases selected represent their whole poputatioh or not.
Purposive sampling is an acceptable kind of sampling for a spedal
situation. The purposive sample is used by.the expects in Se!ecting cases

with a special purpose in mind (Neuman, 1994:.206). It also has the

- advantage on the researcher's side because the researcher can use

hisfher research skill prior knowledge to choose respondents (Bailey,

1987: 94).

-~ Neuman (1994: 207) argued that purposive sampling could be used for a

population that is difficult to reach. It is also used when a researcher want
to identify particular type of cases. For in-depth investigation, the

researcher can generglize the findings of the study to the large population

using the purposive sampling.
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b)

d)

1}
Disadvantages of Purposive Sampling

One of the disadvantages of purposive sampling is that the researcher
would never know whether the selected cases represent the whole
population or not. It is a dangerous sampling method, because it normally

works with a épeciai population, some of them are engaged in illegal

‘activities, where it is difficult to get information from them (Neumén,

1994: 206-207).

Limitations of the Study

The respondents did not aiways answer all the questions in the

guestionnaire as expected.

The researcher decided 1o limit the scope of this study only at Esikhawini

in small-scale business industries because of financial and time

restrictions.

' Some of the respondents refused to supply this study with full information

because of illegal citizenship.

Most of the respondents are illiterate they know nothing about the

research.
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Ethical Considerations

Two concemns are particularly important in scientific research. First the

researcher must provide édequate protection for his respondents. The

study should ensure that it does not violate their privacy without their

permission. Suppose that a researcher is studying the behawvior of a group

of operating employées in a ground cray to increase people is willingness

to participate. It would then promise them that their identities would not

be revealed. Having made such a guarantee the researcher is obliged to

keep it.

Likewisé, participatiqn should be voluntary. Ali prospective participants
should have thé right to not particip;ate or to withdraw their‘participatiﬂon.
After the study Has begun, the researcher should explain all procedure in
advance .to the participants and should not subject them to any kind of
exéerimental condiﬁons that could harm the participant and also the data
to be collected. The other issue involves how the researcher must usé the
proper procedures and methods and report faithfully and candidly that
enables readers to assess for themselves (Moorhead and Graffin, 1998:

576).
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Conclusion

In conclusion therefore it needs to be reiterated that in respect of the
research methodology, the researcher saw that the methods used were
very important and éppropriate to the study. As indicated earlier on the
guestionnaires were handed to the respondents and filled in with the aid
of the interviewer. The researcher used the purpos'ive sampling method in
the selection of population to avoid the large number or the whole
population beiné; involved in the study. The researcher chose thel
purposive sample technigue to ensure i:hat the groups were represented

in the sample. Chapter four will provide a full analysis of data in this

étudy.
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CHAPTER FOUR

DATA ANALYSIS AND INTERPRETATION

The main aim of this chaptez; is to analyze the research findings. This is in
terms of the problems facing the development of the small-scale business
industries, at Esikhawini in Kwa-Zuiu Natal Province. The self-administered
questionr_w_aire was distributed to employees as well as to the owners of

small-scale business industries

The data was analyzed as follows:

Age distribution of the respondents

Table 4.1 _ }
AGES OF RESPONDENTS ~ NUMBER PERCENTAGE
25-30 =7 4

3040 6 32

40-30) 6 12

30 and above ‘ I

- Total . 50 100

Table 4.1 above shows that 27(54%) out of 50 respondents who have
small-scale business industries are of the age between 30-40. While 6

(12%) are between the 40-50 age category and 1(2%) respondents in the

- age category of 50 and above.
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By inference the researcher can draw from the above table is that these

respondents in their twenties are likely to starts mali-scale businesses as a
means to sustain life. As they are progressing towards ﬂft\j they are
looking to the younger generation to support them. Traditionally the
father retires at the age of fifty at work and his children’s support him.
That is, why there are 27 of the people aging from 25-30 who have small

businesses and this could be a cause of the shortage of job opportunities.

Gender distribution of respondents.

Tabile 4.2
SEX _ NUMBER PERCENTAGE
Male 35 70
Female 15 30
Total 30 100

The above table 4.2 shows that 35 (70%) of the respondents are males,
while 15 (30%) are females. Both males and females tock a part in the
small-scale business industries, although males are in the majority. This
clearly indicates the traditional society where females are supposed to
own nothing. They depend on males (husbands) for their survival. it is
confirmed in the literature review (Drum, 2 November 2000: 16-17) that
the women emphasize that when the people and the government thinking

about the farm in South Africa, they think about white men. If women
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~ come with something to develop themselves the government fail to give

them subsidy, like the Ultra Chickens were not given a piece of land.
Although females do take part in the small-scale business industries, but

they were not well represented.

Distribution of respondents in terms of their marital

status.
" Table 4.3
MARITAL STATUS NUMBER PERCENTAGE
Married ' 12 24
Single 26 52
Widow . 6 12
Divorced 6 12
Other ' 0 0
Total 50 100

Table 4.3 above shows that 26(52%) out of 50 respondents that
barticipated in the small-scale business industries are single respondents,
12(24%) are married. 'T’ne other 6(12%) are either widows or divorced

respondents.

By inference we can draw from the above table that single people want to

be independent from their family financially, so that they would be able to
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~ get all what they need. Some of them are 'single parents with small

families and they are running from the traditional extended family.

Distribution of Respondents according to race

Table 4.4
RACE OF RESPONDENTS NUMBER PERCENTAGE

BLACKS. 45 90

COLOURED ., 5 10

Whites 0 0

Indians ' g 0

Other o 0 0

Total 50 100

Table 4.4 above reflects. that majority of respondents that 45(90%) are
Africans, Five (10%) are Coloureds. The above finding reveals that most

of the respondents are black Africans followed by Coloureds. Other races

_ were not represented. This came as the result of the apartheid, Group

Areas Act called reserves, for the Blacks where whites used this as for the

reserve it as the labour market to get cheap labour.
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4.5 The Level of Education of Respondents

" Table 5.4
LEVEL OF EDUCATION NUMBER PERCENTAGE
| 'ATTAINED

Not Educated 5 10
Standard 1-5 3 4 8
Standard 6-10 18 36
Senior Certiﬁcate 10 20
"College Diploma 6 12
Technikon Diploma 3 6 -
University Degree 4 8
Total | 50 100

‘Téble 4.5 above shows that 18(30%) out of 50 respondents were of level
of education from standard six to ten. Ten(20%) of the respondents hold
senior certificates. Six(12%) of 50 respondents are categorized as holding
the college diplomas. Five(10%) of the respondents hold university
d_egrees, and 3(6%) of respondents have technikon diplomas. The
inference on the above table reveals that the respondents who participate
in the small-scaie bus.iness lack proper training. This is revealed in the
36% of the respondents have eduéatidn level from six to ten. Although
others have some degrees and diplomas, seemingly their qualifications are

not inline with the operation of the business. This problem is called
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‘marketing knowing-how by (Chisnall, 1987:5). The small-scale business

industries face the problem of lack of marketing skills.

4.6 Distribution of Respondents in terms of their

employment status
- Table 4.6
EMPLOYMENT STATUS __ NUMBER _______ PERCENTAGE
Yes ' 28 56
No 22 44
Total 50 100

Table 4.6 above shows that 28(56%) out of 50 respondents are owners of
small-scale business industries. Twenty-two(44%) are the employees of
the small-scale business industries. All the owners have named their
.= small-scale business industries' using their Nguni language to Bannock
(1981: 44-49). There is a problem of social value in the Esikhawini.
Members of the community undermine each other and results in the

competition among themselves.

4.7 The emplayees give their specific job description to others, as cashiers
while others do not have any job description. They do every job within the
area of work. This shows that their employers with little remuneration

exploit these people. The labour law is not applied in the small-scale -



4.8

4.9

12n

~ business industries, because some of these people, are bread winners but

are paid less.

- The empioyer {owner) of the small-scale business industries explained

that, the most of them employed less than fifty workers. Some of these
workers have no job description, they are just there to help. This means
that owners did not apply the policy of supply and demand of the worker,
thét says people:must be employed where they are needed, and must be
given enough payment. That is, why the work of the sfnall—scal'e business
industries are still to pay for their power, because there are less paid by

their employers.

Distribution of respondents in terms of Human

Resource
Table 4.9
HUMAN RESOURCE NUMBER PERCENTAGE
Yes 0 0
No ‘ 50 100
Total 50 100

Table 4.9 above shows clearly that 50(100%) of the respondents

indicated that there is no Human Resource management in their small-

- scale business industries. The reason is that their businesses are small.



~ They employ less than hundred employees. The owner does himself even
the payment himself. The workers are paid in rands. Their kecruitment
does not need prospective employee, if the person is willing to work even

under stressful conditions he/she taken, and there is no job advertisement

at all.
4.10 Distribution of respondents in terms of raw

materials availability

Table 4.10

IMPORT OF RAW NUMBER PERCENTAGE

MATERIAL

Yes ' 19 38

No 31 62

Total 50 100

" Table 4.10 above shows that, the highest number 31(62%) out of 50
respondents indicated that their business does not involve imported goods
(raw materials). Albert (1981: 3), maintains that small-scale business
industries must be located in places where they would be able to find the
necessary raw materials. This would limit transport costs. As the
government in its effort to save foreign exchange was to improve inputs
in restrictions on the imported goods. small-scale business industries who

imported their goods pay on high import duties (TAX)
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4.11 Distribution of respondents in terms of difficulty in

importing raw material

Table 4.11
DIFFICULTY IN NUMBER PERCENTAGE
IMPORTING RAW
~ MATERIALS
Yes 16 32
No ) 34 68
Total - 50 100

Table 4.11 above shows that 34(68%) of respondents have no problem of
importing raw materials. Sixteen (32%) of the respondents depend on

imported raw materials. It is difficult for them to get their raw materials.

Harris (1986: 118-130) argues in the theory of import Substitution that
* the cheapened foreign exchange makes the domestic currency more
expensive, and it was almost impossible to export manufactured goods.
They want to apply the import substitution in order to eliminate the
competition of import goods. The balance of payment leads to the

introduction of import control.



4.12 Distribution of respondents in terms of location of raw
materials

Table 14.12

KILOMETERS NUMBERS PERCENTAGE

1 km away 2 4
10-20 km away 13 26
20-30 km away 6 | 12
40-50 km away 9 18
50-more km awéy 22 44
Total 50 100

Table 4.12 above shows that 22(44%) out of 50 respondents live 50
kilometers away from the area where they get their raw materials.
Thirteen (26%) live 10 kilometers away, while 8(16%) are 40-50

kilo_rheters away. Nine (18%) live 40-50 kilometers away, and 6(12%) are

.= one kilometer away.

The inference we can draw from the above table is that most of the smali-
scale business industries locate their area of raw materials from some
distance. This results in a lot of expenditure. This expenditure contributes
to the problem facing the deveiopmeht of the small-scale business

industries. All this came as the result of the Land Act, Group Areas Act
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~ that placed all Africans in the reserves, because of apartheid policies by

the Whites. The Blacks were economically disadvantage in this case.

4.13 Distribution of respondents

materials

in terms of brdken

Table 4.13
DELAYED] BROKEN NUMBER PERCENTAGE
MATERIALS
Yes 24 48
No 26 52
50 100

Total

Table 4.13 shows that 26 (52%) out of 50 respondents have no broken or

delayed raw materials. Twenty—fdur (48%) have the problem of broken or

delayed material.

The main cause of defay or broken material is transport problems. Fair

(1969:68) supported that, the Swaziland small-scale business industries

have a problem of transporf. There are no well-constructed roads and

raihévay lines. Swaziland depends on South Africa for the importation and

exportation of their production and réw material. This causes delays in

raw material and retards-the process of production.
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They substantiated their answers by saying that they solve this problem
by writing until the raw materials are delivered. They have nothing to do
without raw materials. This makes them to work at a loss and discourages

the process of development of the smalil-scale business.

4.14 Distribution of respondents in terms of the mode of
transport

- Pie Chart 414

B Direct mail 2%

M customer
collects 76%

10Road transport| . o
22%

% The pie chart above shows that 38 (76%) the customers collect the
production for themselves. Eleven (22%) use the road transport. whi!_e

1(2%) deliver their production through the direct mail.

In terms of delivering of production to the customers, most of the small-
scale business industries do not have adeguate transport to run their
businesses. Customers if they are in need of certain production rather

collect théir raw material for themselves. Some of them depend to cther



26

_ peoples’ transport for their business to survive they do not have transport

at all. Al this does not promote the development of the small-scale

business industries.

4.15 Al Esikhawini small scale business industries give different names of their
local market, that are closer and dependent on them, but mast of them

get their products at the Metro market.

4.16 Distribution of respondents according to marketing of
their products

Pie Chart 4.16

B Mass Media
24%

| Biit Boards
and Leaflets
66%

D Network
Marketing 2%

Pie Chart 4.16 shows that 38(66%) out of 50 respondents use billboards
and leaflets to market their products. Eleven (22%) use the mass media

to market their products, while 1 {2%) use networking marketing.
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v Pie Chart 4.16 above reveals that the small-scale business industries
- mostly depend on the billboards and leaflets to advertise their products.
The reason is that this type of advertisement is the cheapest of them all.
- They can not use the networking marketing because the small scale
business is mostly run by illiterate people, and this type of advertisement

is too expensive as the owners need to have their own system as well.

4.17 Distribution-of respondent according to the business

Pie Chart 4.17

B Smali 68%
B Too Small 22%
O Medium 10%

The table 4.17 above shows that 34(68%) of the small-scale businesses
were remain as they are. This shows no sign of expansion, while 11(22%)
is too small for any expansion. 5(10%) expands very little to the medium

size.
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The inference we can draw from on the above Table 4.17 is that; this

could come through the govérnment regulation policies. According to

Harper (1987:25) he argues that government has so far failed (as means

- of encouragement) to subsidise the small business industries. Indeed,

instead of assisting these industries, the government makes them pay
more taxes than the large-scale industries do. Baumback (1988:23)
suggested that small-scale business industries from the point of view of
the gbver__nment responsiveness, have largely had their need and

aspirations neglected.

Lynas (1987:5) argues that managerial and the supervisory levels usually

have the problem of attracting suitable employees for their small

. industries, mainly because of unfavorable financial standing. The

managers try to maximize the business profit by empioyihg teenagers.

The time when, the small-scale business at EsikhaMni shows that this
business at this- point in time as they suppose to be large industries, but
they have financial problems, like those in Ghana which were depending
on govemmeht loan. They were not sure whether they would get it or
not. The govermnment was timé coﬁsumihg for production to take place.
There was also lack of security to the government and the government

failed to subsidize them (Siebel, 1987:5).
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4.19 Distribution of the respondents according to the

expansion of the business in future

Table 4.19
EXPANSION NUMBER PERCENTAGE
Yes. 37 74
No 13 26
Total . 50 100

Table 4.19 above shows that 37(74%) out of 50 respondents have hope
of their small-scale business expansion in future.13 (26%) of the
respondents see no future for expansion of their small scale business

¥

industries.

“Phis hope of expansion has brought about the increase in the number of
the pe0pié who are becoming the residences of the Esi.khawini area. They
are employed at Empangeni, where there is a pipeline project. The

work.ers would thus depend on Esikhawini small-scale business, and hope

to change the quality of their production.

Those who said no, they have highlighted the problem of crime rate, as

the cause of the high rate of unemployment at Esikhawini. People do nat
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have fnoney to buy and support their families. Their only means of

survival is to rely on crime.

~ 4.20 Distribution of respondents according to the

reproduction jevel

Table 4.20
PRODUCTION LEVEL 'NUMBER PERCENTAGE
Increased ) 24 48
Decreased 3 6
No change 23 46
Total 50 100

Table 4.20 abové shows that 24{48%) out of respondents had increased
production fast year for 23 (46%) of respondents, their production did not
change, while 3(6%) had their production decreased.
The inference we can draw from the ab.ove-men'tioned table is that, the

- utilized production may increase becéuse of the number of the people
who the business. The way tl;le owners behave to their customers and the
services they render to therﬁ led to the number of people utilizing the

business. This was verified in their stock-taking.
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‘ Those with a decreased production highlighted that they their stock
| remains there for long time. This is caused by the competition amongst
their small-scaie business industries, and the unemployment is the
- contributing factor. They do not éven make any stock taking in the other

months.
Those who said that their production did not change reveals that the point

that there is increase or decrease in the stock taking that could result in

the expansion of their business, or everything remains static.

4.21 Distribution of respondents according to the money for

business starting
Table 4.21
.MONEY OF STARTING NUMBER PERCENTAGE
BUSINESS |

Your own capital 35 70

toan from the bank 11 22

Subsidy from government (3 06

Other (specify) 01 02

Total 50 100

Table 4.21 above shows that 35(75%) out of 50 respondents use their

own capital to start their small businesses. Eleven (22%) get loans from



the Bank and 3 (06%) get subsidy from the government while 01 (02%)

are supported by their families or relatives or both.

The inference that we can draw from the above table is that the
government managers to subsidize 06% of the Esikhawini small business
industries. People are struggling to sustain their own businesses but it is
also a means of fight poverty and uplifts the standard of living at
Esikhawiﬁi and also to .ﬁg.ht the unemployment. This also goes some way

towards decreasing the crime rate in their area.

4.22 Distribution of the respondents about the problem of

payment of workers
Table 4.22
3 PAYMENT PROBLEMS NUMBER PERCENTAGE
= Yes .09 18
No 41 82
Total 50 100

Table 4.22 shows that the payment of the workers could be calied a
delaying payment. That is the case because most of small-scale business
is not registered with the government. They use only the empioyer-
employee agreement, when it comes to payment issues. The employer

just pays his or rather when the employer has the money. The empioyee
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caﬁnot direct his or hef complaint to. anyone since they are not allowed to
- join any form of trade unions. Sometimes they are hapazardly not even
aware of the existence of such trade unions. Payment issues are
sometimés dealt with, for instance, the employer wquld simply call a
meeting and explain the issue to his or her worker that he has no money

to pay them.

' 4-23 Distribution-of the respondents according to the

business survival in the next five years

Table 4.23
BUSINESS SURVIVAL NUMBER PERCENTAGE
Yes 39 . 78
. No i1 o 22
Total 50 100

Table 4.23 above shows that 39(78%) out of 50 respondents are positive
about their survival of their businesses for the next five years. Eleven
(22%) are negative about the survival of their business for the next five

years.

The reason of their hope is that they see their area expanding with a lot
of peoplé coming to their area. They also hope that the government wiil

make some means to create more job opportunities. The government



would make people to have money and support their small-scale business

industries.

Those who are negative give their reason as due to the a high rate of

unemployment, so how could the small-scaie business owners manage

their businesses. The unemployment increases the crime rate. The

government say that the people must start to develop themselves. The

only means to develop them is to start a business. There will be no-one

who will have that burden to support each other, instead there will be a

lot of competition among the small-scale business industries.

4.24 Distribution of respondents according to who benefits

" from small-scale industries

Table 4.24
BENEFICIARIES NUMBER" PERCENTAGE

Society 36 | 72

Government 04 08

Management 05 10

Employees 05 10
Other(specifyj 0 -0

Total : 50 100




~ Table 4.24 above shows that 36(72%) out of 50 respondents indicated
that the society benefits. Five (10%) indicated that both management and -
employees are the beneficiaries in the small-scale business industries,

- while 04(08%) indicated that government does benefit.

The inference drawn from above table is that they all benefit from the
small-scale business industries like the society gets everythihg they need
in the area. There is little transport expendifure as they utilize each and
every cent they have to buy their daily needs. Sometimes they talk to the
owners and have monthly bookings. The govemmer_lt gets téx that is
being paid by the small-scale business owners, although the government
is not supporting them. Management is the one, which determines

| everything. Their benefits cannot be calculated. Employees are able to
srurvive through the wages they are eéming from small-scale business

- industries. All this could be called mutual benefits because they all benefit.
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4.25 Distribution of the respondents according to the
government subsidies

Table 4.25

GOVERNMENT SUBSIDY NUMBER PERCENTAGE

Yes 7 14 28
No _ 38 72
Total : 50 100

Table 4.25 above shows that 36(72%) out of 50 respondents indicated
that there is no government subsidy at Esikhawini smali-scale business
industries. Fourteen (28%;) indicated that there is a government subsidy

for their small-scale business industries.

Table 4.25 reveals that the govémment fails even to offer sites to the

people who wish to have the smali-scale business industries. Most of the

Esikhawini small-scale business industries take place at the homes of the
busiﬁess owners. The owners avoid the high rates they have to pay
should their businesses be based in those urban areas. Seemingly those
who are government subsidized are those who were previously employed

by the govenment.
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4.26 Distribution of the respondents according to the

government adequacy to step up the development

Table 4.26
GOVERNMENT ADEQUACY ~ NUMBER  PERCENTAGE
Yes 7- 14 28
No , 36 72
Total 50 100

Tabie 4.26 abov:a shows that, 36 (72%) out of 50 respondents prove that,
there are no adequacy steps from the government to step up the
development of the small- scale business industries. Fourteen (28%) see
some adequate steps from thé government to step up the development of

the small- scale business industries.

The government is the mother of every one. She could do whatever she
likes to step up the development of the small-scale business industries.
Although others see oppression from the government, as she makes

small-scale business industries drawn by making them paying high taxes

and she fails to support them.



4. 27 Distribution of respondents according to the influence

of the certain structures

Table 4.27

CERTAIN STRUCTURES NUMBER PERCENTAGE
Social values 15 30

Politics . 10 20

Economy - 10 20

Health 05 10

Education 10 20

Religion a0 00

Others 00 00

Total 50 100

Table 4.27 above shows that 15 (30%) out of 50 respondents indicated

they were influenced by social values to start their small-scale business

industries. Ten (20%) indicated that they were influenced by either

politics, economy and education to start their business, while 5(10%)

indicated that they were influenced by health matters to start their small-

~ scale business industries.

In the literature review Bannock (1981: 48-49) argues that, the social

values also play a major role in the problems facing the development of

the small-scale business industries in Italy. Members of the community



“undermine each other where they fail to support those who own small —
scale business industries. Everybody needs to prove himseif by building
his own business, and that leads to the competition among business
owners. The education system, wﬁich reflects and reinforces sécial values
has prepared children for employment in the large firms and in the
government institutions but has done nothing to encourage the idea 'that
they might work for themselves. Social values make people in Italy to be
interested in the public sectors rather than to start a unprofitable

business.

4.28 Distribution of respondents according to the

participation of unions

Table 4.28
" PARTICIPATION OF NUMBER PERCENTAGE
" UNIONS

Yes 29 58

No 21 42

Total 50 100

The table above shows that 29(58%) of the respondents approved that
the participation of the trade unions could solve problems facing the

development of the small-scale business industries. Twenty-ones of the
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respondents are of the view that no development that could be brought

about the participation of the trade unions.

In the literature review by Whitehead (198?:17—19), argues that the
absence of the trade unions in the small-scale business industries
con_tributes to th‘e problems facing the development of the smali-scale
busine;s__ industries. Trade unions play a major role in solving the
problems that affect the workers, like the issue of working hours. The
small;scale business industry workers work long hours for the less
remuneration that brings about the hostility between maﬁagement and

the employees.

4.29 Distribution of the respondents according to the

shortage of skilled workers

Table 4.29
SHORTAGE OF SKILLED  NUMBER PERCENTAGE
WORKERS |
Yes 43 86
No 07 14
Total : 50 100

Table 4.29 shows that 43 (86%) indicated that the shortage of skilied

~workers prohibited the development of small-scale business industries.



141

Seven (14%) of the respondents are of the opinion that no change could

be brought about by skilled workers.

Gouverneur (1971:18) indicated that technological changes also have negative
effects . in the development of the small-scale business industries. The
ihtroduction of the scientific technology transformed the craft worker into skilled
workers. This __c;gused some problems for the srﬁafl-scale business industries. The
: entrep;'eneur of the ;mal_l—sca!e business industries fails to choose relevant
| techniques‘ that would increase the production. Although they like to éhange
their craft workers to skiriled ones, the probiem is that it is very expensive, and

the owners of the smali-scale business industries cannot afford.
4.30 THE IN-DEPT INTERVIEW

-~ « RENT PROBLEMS

The respondeﬁts revealed that during the data collection the rent is very
high in some places where they work. This increases yearly, and makes
them to fail to cope as they lack government subsidy. Some of the small-
scale business industries close down because of the high rent. They noted

that they are no longer working for profit but for the rent only.
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e RETRENCHMENT

Retrenchment also exacerbates the problems that are faced by the small-
scale business industries, as the small-scale business industries depend
entirely on the surrounding community. If the surrounding community
does not have money, who wouid support the small-scale business. Some
of the small-scale business industries close down because of the
retrenchment.

« TRANSPORTATION PROBLEMS

The transportation problems are the most crucial problems that prohibit
the development of the small-scale business industries. The respondents
indicated that they fail to market their services to ot'her places because of
the lack of transport. The public transport is not that conducive for them
since it does not rely on time and more than that it is very expensive. The
respondents emphasized that to market their services to otﬁer places
‘makes them to have customers in those areas at.whgre they transport

their goods.



CHAPTER FIVE

5.1 Conclusion and recommendations

The problems facing the development of the small-scale business industry
_are a global phenomenon, because every small-scale business industry
has its own problems. The problems are not easily solved unless the

government opens the department of the small-scale business industries.

Y

That depértmerit needs to give full attention to their problems.

The small-scale business industries are interdependent with  the
ﬁommunity they are serving. However customers cause the business to
decline because they are used to buying without paying cash.'This little
debt contributes td the downfall of the small-scale business industries as it

accumulates without payment.

The literature review reveals that some owners of the small-scale business
built their industries without any aim but only to gain public recognition
and pride. Their businesses have declined during the course of the first
year. Some of the small-scale business industry owners started their
industries because their neighbors had already started theirs. This means
‘they have started theirs to compete with their neighbors not because they

have the aim of what wish it to be, but as a result of undermining their
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neighbouré enterprise and not wanting to support them They question

- themselves who are their neighbors to sell something to them.

Thé lack of people is knowledge about running and functioning of small
businesses has led to the problems and decline of the small-scale business
industries. Some people who use their savings to start a business. This is
because they fhink that they could survive with the capital they have
without thinking of the other needs the small-scale business industry

requires.

Family members run some other small-scale business industries. These
family members have different interests in the business. They use the
opportunity of being in the business to fulfill their own interests, which

leads to the downfall of the business established.

Competition among the small-scale business industries leads to their
decline because there are price variation among themseives and other
small-scale business industries and upon working at a loss because they
want to finish their production without making any profit out of it. This
also contributes to the problem facing the development of the small-scale
business -industries. Others were complaining about the immigrants that

these people increase the development of the small-scale business



industries. They have no families to support and they accept whatever
people give to them in exchange for their products, and they have no
fixed prices for their product, and their products are quality products and
the community tends to support them than most indigenous small-scale
business industries. In view of analysis according to the distribution of
age category, 25-30 (54%) of respondents are participated in small-scale

business industries.

| In view of analysis according to the distribution of gender category', 35
(70%) of respondents_ were participated in small-scale business industries.
In view of analysis according to the distribution of in terms marital status
category 26 (52%) of respondents participated in small scale business

industries

According to the distribution of the Black race category, 45' {90%) of
respondents participated in small~scale business industries. According to
the distribution of the level of éducation categdry, (36%) of respondents,
which is up to Standard six to Standard ten participated in small-scale

business industries.

According to the distribution of in terms of their employment status

category, 28(56%) of the respondents were participated in small-scale
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business industries. Line with analysis according to the distribution of
Hpman Recourse category, 50 (100%) of respondents participated in
- small-scale business industries. We also noted that according to the
distribution of rew material category, 31 (62%) of respondents

- participated in small-scale business industries.

It is alsg noted according to the distribution in terms of difficulties in
importing raw material, 10 (68%) of respondents participated in small-

scale business industries.

In terms of iocétion of raw material category, 21 (42%) of respondents
participated in small scale of business industries. In terms of “broken
material Delay to broken material category,26 (52%) of respondents

participatéd in small-scale business industries.

In view to the analysis of the distribution to the expansion of business in
future category, 37 (74%) of respondents were participated in small-scale

business industries.

Twenty-four (48%) of respondents were in small-scale business
industries.  According to the distribution to the money for starting

business category, 25 (70) of respondents participated in small-scale



business industries, and 41 (82%) of respondents participate in the small-.
scale business industries, in the problem of payment of the workers, while

43(86%) of the respondents participated in the small-scale business

industries on the shortage of skilled workers. Thirty-six (72%) of

5.2

respondents participated in small- scale business industries, in the funding

of the government to step up the development category.

Recommendations

The small -scale business industries are the basis on which the South
African economy the community and the government must support

communities in the small-scale business industries in all aspects.

The government needs to end.the working of the families in the small-
scale business industries becauﬁe this makes them not to be able to see
the probierﬁs thaf make the small-scale business industries to decline.
Even the owner of the industries fail to explain what causes the decline of

their industries.

The government needs ta form a department of the small-scale business
industry. They would try and resolve the entire problem by facing the
development of small -scale business industries. This department would

visit all small-scale business industries that are registered with
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government to see whether the work is going on properly. The owners of
the small-scale business industries would be required to report to this

department for any problems they face.

Al small -scale business industries need to be registered with the
government so that the government would be able to budget for their
subsidy:._rr The tenders also need to be distributed and registered as smaill-
scale bus_iness industries. There are some people who take the work that
is suppased to-be done by small scale business industries because they
have money to buy tools and material but without registration with the
government. The government needs to make compulsory free training for
the owners of the small-scale business industries and it also needs to build
structures that could be used by the people who want to have small-scale
business industries. The rent affects the small-scale business industries
considerably because it is compulsory to pay it each and every month.
The owners of the small-scale business industries have no fixed salary
- that they could receive monthly. The customers who come and buy the

products determine their monthly salary.

The government could attempt to make subsidy available for the
development of small-scale business industries only for the trained

managers to support small -scale business industries with legal protection
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for unpaid finished goods. There are lots of things that are kept by the
small- scale industry owners with no one to come and collect them. The
government must make a fix period of time that is needed to sell after this

fime.

The government could try and fix prices of the small business industries.
This would be to avoid the conflict between them because customers are
used to buying from someone who has cheaper goods. That in itself
causes others to work at a loss and makes the atmosphere hastile among

small-scale business industries.

The government could also try to supbort with transport for.the small-
scale business industries in the rural areas. These small-scale business
industries usually lack transportation and market their produt_:tion to go
and market their production to other places where their production is
readily needed. Sometimes this contributes to the decline of small-scale
business industries because of the lack of transport, which makes the

owners to fail to collect the material they need for their customers.

The small-scale business industries lack protection. They fail to start their
work as early as the owners wish because they are not protected, as

people are hungry. They use the small-scale business industries to be
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~ destroyed for their survival. What is required is for the government is to

pu:otect the establishm.ent of these industries. The government also needs
to form a body that would visit al-l small-scale business industries that are
registered wheré the government would smdothly see whether they are
developing or not. If they were not developing the government _would

need to find out the cause of its problem.

Conclusion

In conclusion of this work, the researcher stated that prob!ems facing the
development of the small-scale business industries are so many and they
can not be easily solved. However the government needs to take the
responsibility of the small-scale business industries because the

government is basic source of the small-scale business industries for

- development. If the government makes the smali-scale business industries

develop this would in creating job opportunities and fight unemployment
and crime rate. The government therefore needs to see w;hether the
small-scale business industries have their development in the hands of the
government. The inflation rate and retrenchment affects the most of the
small-scale business industries as well as redundancy of the workers,

which contributes to the downfall of the small scale business industries.



The collapse of these businesses also decrease the support that the smail
scale business industries have gnd they need, if people do not work like in
the rural areas where the population depends on the small scale business
industries. There is likely to be a decline and it is the local population that

will suffer.
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APPENDIX A

Department of Sociology
P/Bag X1001
KWADLANGEZWA
3886

Dear Respondents

| am a Masters Degree student presently enrolied for Industrial Sociology at the
University of Zululand. Kindly assist me by responding to al! the questions on this
questionnatre. There is no wrong or right answer. Please do not write your name on
the questionnaire itself as information givers will be treated confidentially and can be

assured of rematning anonymous.

The information gathered in this study will be used in The Sociologiclal Analvsis of
the Problems Facing in the KwaZulu-Natal Province

Thanking tn anticipation.
Yours faithfully

M.C Msomt {Mr)



Al BIOGRAPHICAL INFORMATION

Kindly indicate vour answer by placing a cross boldlv on the blocks provided

Sample: Are vou working?

Yes v
No

] | Age group

. 25-30
30-40
40 - 30
50 and above

La

Gender

Male
Female

Marital Status

ted

Married
Single
Widow
Divorced
Other

4 Race Group

Black
Coloured
White
Indian
Other

N

Level of education

Not educated
Standard one to five
Standard six 1o ten
Senior certificate
College Diploma
Technikon Diploma
LUnmiversity Degree




10.

PERCEPTION OF RESPONDENTS

Are vou an owner of this small business at Esikhawini”?

Yes

No

If ves what is the name of vour small-scale business®

If not. what is vour emplovment status in this small business?

Do vou have human resource in vour small-scale business industry?

Yes

No

If no. please explain how the small-scale business industry 1s organised”

Does vour business operation involve import of raw matenals and expornt of
finished products?

Is there anv difficulty in importing raw materials or exporting the finished
products from small-scale business industry”

Yes

No

How far is the location of vour small-scale business from the place where vou
obtain the material”?

| km awav

10 — 20 km away

20 = 30 km awav

40 — 30 km awav

30 — more km awav




13 Is there anv problem of delaved or broken matenals?

Yes
No

If ves. how do vou normally solve the problem?

13 What mode of transport do vou use 1o delsver products 1o yvour customers?

Road transport
Direct mail
C ustomer collects

th

Who is vour local market”

16. How do vou market vour product or service”

Advertisements in the mass media
Bill Boards and leaflets
Networking marketing

17 What 15 the size of vour small business industry in terms of produce?

Taao small
Small
Medium

8. When was 1t started?

19 Do vou have anv expansior/plans for vour small business industry n the
tuture?

Yes
No

If ves. what indications make vou sav that vour smalil business industrv will
expand in the future”



If no. what problems stand on the way of future expansion?

20 How was the production ievel in vour business last vear”

increased
Decreased
Did not change

If it increased piease explain.

If it decreased please explain”

C. FUTURE - BENEFIT

21 Where did vou get the monev to start vour business”

Your own capital

[oan from the bank
Subsidy from government
Other. spectfv

22 Is there anv problem about pavment of the workers in vour business”

Yes
NO

If ves. how would vou solve that problem?

23 [n vour own opinion do vou see the business surviving in the next five vears’

Yes
No

If ves. explain why?



24

28

If no. explain why?

b

Who benefits from the small business industry

Society

Government

Management

Emplovees

Other. specifv

Whv do vou sav that?

Do vou think the government subsidize the small business industries of
Esikhawini?

Yes

No

Do vou think the government participated adequately to step up development
in small business industries?

Yes

No

Do vou think the following structures have much influence in the development
of small business industries”

Social value

Politics

Economy
Health
Education
Religion

Other

Do vou think the parncipation of unions in small-scale business industnes will
solve the problem of development”?

Yes
h¥s!




If ves. how?

Do vou think that shortage of skilled workers could slow down the
development of small-scale business industries?

Yes

No

If ves. explamn.

If no. explain.
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